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Abstract 
 
Despite considerable prior research into foreign direct investment (FDI) location decisions, 
our understanding of the processes underlying such decisions is still limited. Findings from 
work based in the economics and behavioral theories of the multinational enterprise (MNE) 
both acknowledge that FDI is not a point-of-time decision but a gradual process that yields 
important changes over its duration. However, these competing traditions both fall short when 
attempting to portray the actual process by which FDI location decisions are made by 
managers in MNEs. This gap has been recently attributed to two interrelated limitations. 
Firstly, level of analysis concerns have artificially separated managerial decision-making 
processes from the organizational and environmental structures within which they are made. 
Secondly, because of the complexity inherent in the FDI location decision environment, the 
study of these decisions has not taken contextual factors into consideration.  
 
This study addresses three important questions in order to build our understanding of the FDI 
location decision-making processes:  
(1) What are the decision-making processes that lead to FDI location choice?  
(2) What is the impact of contextual variables on FDI location decision-making 
processes at different levels of analysis, and are there any patterns of variation in 
decision processes under different decision conditions?  
(3) What factors drive final FDI location choice, and can a useful framework or theory 
be developed that links FDI location decision-making processes and context to 
drivers of FDI location choice? 
 
In order to address level of analysis concerns, the study places the manager at the center of the 
FDI location decision in modeling and in research, a strategy recommended by an emerging 
stream of behavioral-focused international business research (Aharoni, 2010; Buckley et al., 
2007; Devinney, 2011). By examining FDI location decisions from the perspective of the 
managers who implement them, it is possible to clarify the nature of processes that lead to 
FDI location choice, and identify the impact of different elements of decision maker, firm and 
environmental context on such processes. The conceptual framework builds on Aharoni’s 
(1966) pivotal research while incorporating findings from broader behavioral managerial 
decision models and international business research. The framework is based on the 
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assumption that FDI location decision-making processes and final choice are contingent upon 
interactions between the environmental, firm and decision maker context under which the 
decision is made. 
 
The research was undertaken in three phases. Phase 1 included a literature review that covered 
research on the MNE, internationalization, and decision making. The findings of the review 
identified key aspects of FDI location decision context and led to the development of an 
initial contingency framework of strategic decision making. Phase 2 consisted of an 
exploratory case study of twenty four FDI location decisions. The initial contingency 
framework developed during the literature review was used during this stage to identify the 
relationship between decision-making processes and contextual variables at the case 
decisions. By drawing on results from the exploratory research, an initial conceptual model 
and a set of propositions were developed. In Phase 3, twenty case studies were theoretically 
sampled from a pool of MNEs of varying size and parent-country nationality within the 
knowledge-based industries. The data collection and analysis followed a process, event-driven 
approach to case study research involving the mapping of key sequences of events as well as 
within- and cross-case analysis.  
 
The results identify the key elements of the decision process that explain FDI location 
behavior and develop a framework that links them together and makes them sensible. The 
four key elements of the FDI location decision that comprise the framework include: (i) the 
process, (ii) the context, (iii) patterns, and (iv) location. Research findings show the FDI 
location decision process as comprising of five broad stages, the content of each driven by a 
dynamic and evolving interpretation of maximum subjective expected utility. Utility 
preferences are identified as the consequence of shifting and opaque goals, founded upon 
imperfect information, operating in an environment marked by uncertainty. Five variations in 
the overall orientation of utility at case decisions, classified in the study as ‘decision rules,’ 
proved to be more useful predictors of decision-making behavior than traditional notions of 
bounded rationality seeking rent extraction and profitability. Decision processes were found 
to vary in five prototypical patterns, according to clusters of contextual variables that together 
moderated the level of decision-maker autonomy, hierarchical centralization, rule 
formalization, commitment to strategy, and politicization of the decision. Patterns are 
described as FDI location decision-making models, and proposed as an initial step towards the 
development of a taxonomy of FDI location decision-making processes.  
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Because of the dynamic and staged nature of the process, findings showed that factors that 
were important at one stage of the decision were not as important at the next. As such, the 
task of identifying universal drivers of FDI location was deemed an unfeasible one. In place 
of universal drivers, the initiating force of the investment, the purpose of investment and 
information sources and networks are identified as the key context-specific determinants of 
location in FDI decisions. Bounded by uncertainty, chance, the dynamics of the process and 
decision-maker effects, each of these aspects of the decision served to limit the possible 
consideration set for investment, and formed the value basis and measures from which to 
select the most attractive location choice. Despite the contextual differences in these drivers, 
however, the study revealed a strong pattern that showed that the importance of specific 
location considerations differed in much the same way across case decisions. During the first 
stage of case decisions primarily strategic aspects of locations were considered; during the 
second, considerations relating to the system; operational concerns in the third; 
implementation concerns in the fourth; and added value factors in the final choice. How each 
of these concerns was interpreted to reach final location choice differed according to the 
drivers mentioned previously, although the patterns were the same.  
 
This study develops a contingency framework for examining the FDI location decision-
making processes of MNEs under different operating conditions. By identifying the four key 
components of the FDI location decision, their interrelationships and many sources of 
variance, this thesis shows that despite its complexity, the FDI location decision is amenable 
to useful conceptual structuring. From an academic standpoint, the framework answers 
Aharoni’s most recent call to action in ‘Behavioral Elements in Foreign Direct Investment’ 
(2010) by developing a replicable structure within which to think about incorporating 
managerial decision models and context into the theory of the MNE. These findings enhance 
understandings of decision making at MNEs, reconcile a number of inconsistencies between 
opposing perspectives of MNE theory, and thereby update extant theory so that it has greater 
relevance in today’s diverse international business environment. From a managerial 
standpoint, the thesis helps managers to recognize the opportunities and limitations posed by 
different aspects of decision context so that they are able to tailor their FDI location decision 
strategies to best suit their needs. Finally, from the perspective of policy markers, research 
findings provide great support for the use of investment attraction schemes through the use of 
targeted location marketing and investment incentives.  
  
  iv 
 
Statement of Originality 
 
 
This is to certify that to the best of my knowledge, the content of this thesis is my own work. 
This thesis has not been submitted for any degree or other purposes.  
 
I certify that the intellectual content of this thesis is the product of my own work and that all 
the assistance received in preparing this thesis and all sources have been acknowledged.  
 
This thesis has had the benefit of the editorial advice from Critsine Janz. The service provided 
by Ms. Janz consisted solely of proofreading for spelling and grammatical errors and strictly 
followed the procedures outlined in the University of Sydney ‘Proofreading and Editing of 
Theses and Dissertations Policy’ (2004). 
 
 
 
 
 
FIONA QUINN 
Discipline of Marketing 
The University of Sydney Business School 
June 2012 
  v 
Table of Contents 
 
Chapter 1 -! Introduction ......................................................................................... 10!
1.1! Overview ............................................................................................................ 10!
1.2! Research questions ............................................................................................. 11!
1.3! Importance of the study ..................................................................................... 12!
1.3.1!Academic importance of the study ........................................................ 12!
1.3.2!Managerial and policy importance of the study .................................... 14!
1.4! Research overview ............................................................................................. 15!
1.4.1!Definitions ............................................................................................. 15!
1.4.2!Unit of analysis ...................................................................................... 17!
1.5! Methodology ...................................................................................................... 17!
1.5.1!Phase 1- Exploratory Research .............................................................. 18!
1.5.2!Phase 2- Primary Research .................................................................... 19!
1.6! Contributions of this study ................................................................................. 21!
1.6.1!Theoretical contributions ....................................................................... 21!
1.6.2!Managerial and policy contributions ..................................................... 23!
1.7! Structure of thesis .............................................................................................. 24!
Chapter 2 -! Literature Review ................................................................................ 26!
2.1! Introduction ........................................................................................................ 26!
2.2! The FDI Location Decision: An Organizing Framework .................................. 27!
2.3! External Considerations ..................................................................................... 29!
2.3.1!Classical/Neo-Classical Economics and Economic 
Geography ............................................................................................. 29!
2.3.2!Agglomeration Economics and Cluster Theory .................................... 30!
2.3.3! Industrial Organization Theory ............................................................. 32!
2.3.4! Institutional Influences .......................................................................... 36!
2.3.5!Alternative Theories of MNE Behavior ................................................ 38!
2.3.6!External Consideration Conclusions ..................................................... 39!
2.4! Internal Considerations ...................................................................................... 42!
2.4.1!The Resource-Based View .................................................................... 42!
2.4.2!Networks ................................................................................................ 44!
2.4.3!Behavioral Theory of the Firm .............................................................. 46!
2.4.4!The Uppsala Model ............................................................................... 47!
2.4.5! Internal Consideration Conclusions ....................................................... 48!
2.5! Individual Considerations .................................................................................. 49!
2.5.1!Decision Making .................................................................................... 49!
2.5.2!Variables Affecting Decision Making: Decision Maker 
Characteristics and Behavioral Factors ................................................. 50!
2.5.3!Processes of Decision Making: Cognitive and Information 
Processing Processes ............................................................................. 51!
2.5.4!Branding ................................................................................................ 53!
2.5.5!Location Marketing ............................................................................... 54!
2.5.6! Individual Consideration Conclusions ................................................... 57!
2.5.7!Bringing Together the FDI Location Decision ...................................... 59!
2.6! A Contingency Model of FDI Location Decisions ............................................ 60!
2.6.1!Decision-Making Theory ....................................................................... 61!
2.6.2! Internationalization Decision Theory .................................................... 64!
  vi 
2.7! Conclusions ........................................................................................................ 67!
Chapter 3 -! Exploratory Research .......................................................................... 68!
3.1! Basic Propositions ............................................................................................. 69!
3.2! Methodology ...................................................................................................... 71!
3.2.1!Research Design .................................................................................... 71!
3.2.2!Analysis ................................................................................................. 79!
3.3! Results ………………………………………………………………………...81!
3.3.1!Variables within the FDI Location Decision ......................................... 81!
3.3.2!Levels of Interaction within the FDI Location Decisin ......................... 88!
3.3.3!Strategic Decision-Making within the FDI Location 
Decision ................................................................................................. 90!
3.3.4!A Contingency Model FDI Location Decision-Making ........................ 93!
3.4! Conclusions and Implications for the Research ................................................. 97!
3.4.1! Insights from Exploratory Research ...................................................... 97!
3.4.2!Summary ................................................................................................ 98!
Chapter 4 -! Methodology ....................................................................................... 102!
4.1! Overview .......................................................................................................... 102!
4.2! Process approach or event-driven method ....................................................... 103!
4.2.1!Overview ............................................................................................. 103!
4.2.2! Justification for process approach ....................................................... 106!
4.3! Case study research .......................................................................................... 108!
4.3.1!Overview ............................................................................................. 108!
4.3.2! Justification for the use of case study research .................................... 109!
4.3.3!Designing multiple-case studies .......................................................... 110!
4.3.4! Justification for the application of process approach to 
case study research .............................................................................. 113!
4.4! Conducting the research .................................................................................. 114!
4.4.1!The Define and Design Phase .............................................................. 116!
4.4.2!The Prepare, Collect and Analyze Phase ............................................. 119!
4.4.3!Data Analysis Phase ............................................................................ 135!
4.4.4!Validity and reliability issues .............................................................. 146!
4.5! Summary .......................................................................................................... 149!
Chapter 5 -! Results and Discussion ...................................................................... 150!
5.1! Features of the FDI Location Decision ............................................................ 150!
5.1.1!The decision process ............................................................................ 151!
5.1.2!The decision context ............................................................................ 152!
5.1.3!Contingency effects ............................................................................. 152!
5.1.4!Location ............................................................................................... 152!
5.2! The FDI Location Decision-Making Process .................................................. 153!
5.2.1!Broad Characteristics of the FDI Location Decision ........................... 154!
5.2.2!The Dynamics of the FDI Location Decision Process ........................ 168!
5.3! The FDI Location Decision Context ................................................................ 174!
5.3.1!Factors that are external to the firm ..................................................... 178!
5.3.2!Factors that are internal to the firm ..................................................... 186!
5.3.3!Factors that are individual to the decision-making group ................... 192!
5.4! Contingency Effects ......................................................................................... 195!
5.4.1!Variations in FDI Location Decision Process ..................................... 195!
5.4.2!Contingency Patterns ........................................................................... 205!
  vii 
5.5! Location.. ......................................................................................................... 228!
5.5.1!Determinants of Location .................................................................... 228!
5.5.2!Determinants of location at different decision-making 
models .................................................................................................. 236!
5.5.3!Location Attractiveness ....................................................................... 239!
5.6! Conclusion ....................................................................................................... 252!
5.7! Summary .......................................................................................................... 259!
Chapter 6 -! Extended Discussion, Refined Model and Implications ................. 260!
6.1! Overview .......................................................................................................... 260!
6.2! A general discussion of the model and propositions ....................................... 260!
6.3! A general contingency model of FDI location decisions ................................. 276!
6.3.1!Variations of the general contingency model ...................................... 279!
6.4! Implications for existing theories and models ................................................. 294!
6.4.1! Implications for Traditional Theories of MNE Behavior .................... 295!
6.4.2! Implications for Recent Developments in Theory of MNE 
Behavior ............................................................................................... 298!
6.4.3! Implications for Place Marketing Theory ............................................ 301!
6.5! Summary .......................................................................................................... 302!
Chapter 7 -! Conclusion .......................................................................................... 304!
7.1! Overview .......................................................................................................... 304!
7.2! Research objective ........................................................................................... 304!
7.3! Summary of key findings ................................................................................. 304!
7.4! Contributions to MNE research ....................................................................... 308!
7.5! Contributions to location marketing research .................................................. 311!
7.6! Methodological contribution ........................................................................... 312!
7.7! Managerial and policy implications ................................................................. 314!
7.8! Limitations ....................................................................................................... 317!
7.9! Directions for future research .......................................................................... 319!
7.10! Summary ........................................................................................................ 320!
  
  viii 
List of Figures 
 
 
Figure 1.1  A ‘Holistic’ Approach to FDI Location Choice……...……………..11 
Figure 1.2  Thesis Structure………………………………………...………….. 25 
Figure 2.1   Hitt & Tyler (1991) – Strategic Decision-Making Model…………. 28 
Figure 2.2   Porter’s “Diamond of National Competitive Advantage”…………. 35 
Figure 2.3   Initial Contingency Model of the FDI Location Decision Process… 66 
Figure 3.1   The Observed Organizational Processes in the FDI Location  
Decision ………………………………………………………………………….. 90 
Figure 3.2  Exploratory Research Propositions...…………………...………….. 98 
Figure 3.3   An Updated Model of FDI Location Decisions………...………….. 101 
Figure 4.1   Research Process………...……………………………...………..... 102 
Figure 4.2   Case Study Method..………………………………...…….….......... 111 
Figure 4.3   Basic Types of Designs for Case Studies…………...…….….......... 112 
Figure 4.4   A Model of the LFG1 Budapest FDI Location Decision...…........... 134 
Figure 4.5   Summary of the FDI Location Decision……………….....……....... 139 
Figure 5.1   The Five Stages of the FDI Location Decision-Making Process…... 154 
Figure 5.2   Influence of Goals and Constraints on FDI Location Decision-Making 
Rules……………………………………………………………………………...... 166 
Figure 5.3   A General Model of the Dynamics of the FDI Location Decision 
Process ………….......……………………………………………………………... 171 
Figure 5.4  The FDI Location Decision-Making Process……………………… 174 
Figure 5.5   Clusters of Contextual Variables at Different Decision Models…... 226 
Figure 5.6   Determinants of Location Example Case: LFG1………………….. 235 
Figure 6.1 Summary of Revised Proposition………………………………….. 275 
Figure 6.2   A General Model of the FDI Location Decision…………………... 277 
Figure 6.3   The Systemic Bureaucracy Model…………………………………. 285 
Figure 6.4  The Strategic Planning Model……………………………………... 287 
Figure 6.5  The Political Expediency Model…………………………………… 289 
Figure 6.6  The Systematic Collaboration Model……………………………… 291 
Figure 6.7   The Managerial Autocratic Model………………………………… 293 
 
 
 
  
  ix 
List of Tables 
 
 
Table 2.1 External Considerations in the FDI Location Decision..……...…… 41 
Table 2.2 Internal Considerations in the FDI Location Decision..…………… 49 
Table 2.3 Indexes of Location Attraction...………………………………….. 56 
Table 2.4 Individual Considerations in the FDI Location Decision..………… 58 
Table 3.1 Key Variables That Influence the FDI Location Decision………… 69 
Table 3.2 Characteristics of Sample Organizations………………..…………. 77 
Table 3.3 Variables Influencing the FDI Location Decision………...……….. 82 
Table 3.4 Summary of Preliminary Contingency Models of FDI Location 
Decisions……………………………………………………..………...……..……. 96 
Table 4.1 Comparison of Variance and Process Approaches……...…………..105 
Table 4.2 Relationship of Narrative Properties to Organizational Theory..... 106 
Table 4.3 Relevant Situations for Different Research Methods…......……….. 109 
Table 4.4 Process Approach Using Multiple-Case Study Design …......…….. 115 
Table 4.5 Characteristics of Sample Organizations………..….............…....... 123 
Table 4.6 Case Data Sources……………………..………..…......…………... 128 
Table 4.7 Chronology of the LFG1 Budapest FDI Location Decision………. 133 
Table 4.8 Rival Explanations…………………..………..…......……...……… 136 
Table 4.9 Decision-Making Process Pattern Key ……………………..……... 138 
Table 4.10 Decision-Maker Pattern Key ……………………..…….................. 139 
Table 4.11 Key Variables Color Key …………………………..……..……..... 139 
Table 4.12 Case Study Tactics for Quality Research Design .……..…….......... 145 
Table 4.13 Review of Construct Validity…………………....………..……...... 147 
Table 5.1 Taxonomy of Relevant Contextual Factors within the FDI Location  
Decision Environment……………………………………………………………... 175 
Table 5.2 FDI Location Decision-Making Rules and Analysis………………. 204 
Table 5.3 Summary of FDI Location Decision-Making Process Models…….. 207 
Table 5.4 Features of Decision Context in Each Model……………………… 224 
Table 5.5 Clusters of Contextual Variables…………………………………... 226 
Table 5.6 Drivers of Location and Decision Models…………………………. 237 
Table 5.7 Context-Specific Interrupts to the FDI Location Decision Process by 
Stage……………………………………………………………………………….. 239 
Table 5.8 Measures of Location Attractiveness………………………………. 244 
Table 5.9 Location Focus at Each Stage of the Decision Process……………. 246 
Table 5.10 Summary of Major Themes and Findings…………………..…….. 258 
Table 6.1 Summary of FDI Location Decision-Making Process Models…….. 280 
 
 
 
 
 10 
Chapter 1 - Introduction 
 
1.1 Overview 
 
The purpose of this thesis is to investigate how foreign direct investment (FDI) location 
decisions are made and how contextual variations in this process fit within the general theory 
of the multinational firm. This is done through an in-depth examination of the decision-
making processes that lead to FDI location choice and how they are shaped by decision 
context. In order to understand how FDI location decisions are made in the current operating 
environment it is of critical importance that analysis takes into account changes in the context 
of international business and the idiosyncratic responses that such changes might provoke at 
different MNEs (Cheung & Quian, 2009). A number of researchers highlight the potential for 
more in-depth examinations of FDI location decision-making processes and the contextual 
factors which influence them (see: Aharoni, 1966; Buckley, Devinney & Louvierre, 2007; 
Mudambi, 1995; Mudambi & Navarra, 2003). However, with the exception of isolated works, 
few attempts have been made in this aim. Buckley et al. (2007) attribute this gap to an 
inability to find a level of analysis or approach that allows for examination of micro-level 
processes, similar to those presented by process theories such as the Uppsala model (see: 
Johanson & Vahlne, 1977); and macro-level factors, such as those examined by the more 
calculative work of internalization and eclectic paradigms (see: Buckley & Casson, 1976; 
Dunning, 1981). As a means of rectifying this level of analysis concern, the authors propose 
to examine managerial decisions directly.  
 
This thesis extends theory on the determinants of FDI location by adopting Buckley et al.’s 
(2007) approach to the FDI location decision and examining managerial decision directly. The 
advantage in adopting Buckley et al.’s (2007) approach and using the decision as the unit of 
analysis is in its ability to examine environmental, firm and decision-maker variables at the 
same time. By applying a widely accepted contingency model of strategic decision making 
(see: Beach & Mitchell, 1978) the FDI location decision is re-conceptualized as the result of a 
decision-making process that involves interactions between variables and actors at multiple 
levels of analysis. A process approach to case study research is then applied to develop a 
framework for examining the FDI location decision-making process and how processes, 
variables and outcomes may differ in consistent and predictable ways according to the 
decision context. By re-conceptualizing the FDI location decision and focusing on managerial 
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decisions directly in research, the framework is also able to incorporate insights from FDI 
theory at different levels of analysis in a way that has not been possible in the past (Buckley et 
al., 2007). Therefore, this study adopts a ‘holistic’ approach to investigating FDI location 
choice (see: Figure 1.1).  
 
Figure 1.1 – A ‘Holistic’ Approach to FDI Location Choice  
 
 
Source: Adapted from Devinney (2010) 
1.2 Research questions 
 
Despite the depth of work that may be found which explores the outcomes of FDI location 
decisions, the processes leading to this decision have received relatively little attention in the 
literature (Mudambi & Navarra, 2003; Buckley et al., 2007). Findings from work founded in 
both founding traditions of MNE theory acknowledge that FDI is not a point-of-time decision 
but a gradual process that yields important changes over its duration (see: Aharoni, 1966; 
Buckley et al., 2007; Mudambi, 1995; Mudambi & Navarra, 2003). However, no research has 
attempted to examine the details of this process in any depth. Specifically, little is known 
about how the FDI location decision is made and how this process is influenced by contextual 
variables at different levels of analysis. From a theoretical perspective, there are 
inconsistencies between the predictions of existing theories that stem from a lack of 
understanding of how variables and actors interact in FDI location decisions at different levels 
of analysis to produce location choice.  
 
Therefore, this thesis was designed to answer three important research questions: 
FIRM DECISION-
MAKER 
EXTERNAL 
ENVIRONMENT 
LOCATION 
CHOICE 
 
 
 
Decision-making 
process
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1.3 Importance of the study 
 
The international business environment has changed fundamentally since modern MNEs 
reemerged as global powers in the 1970s, and as a consequence, so too have MNEs (Johanson 
& Vahlne, 2009). No longer are the activities of MNEs limited to incremental processes of 
internationalization, and no longer are they driven into foreign markets solely for the purpose 
of extracting rents and maximizing profits. It is therefore concerning that with a few notable 
exceptions, current research examining MNE behavior largely resembles that which was 
developed when MNEs first rose to ascendance in the 1970s (Johanson & Vahlne, 2009). An 
inevitable consequence of the exponential increase in type and number of MNEs over the last 
thirty years has been a corresponding increase in the types of MNE behavior that may be 
observed (Cheung & Quian, 2009). There is therefore a need for current research into MNEs 
to incorporate this diversity in analysis, and identify how such variation in context may also 
result in variations in processes. Without an understanding of such relationships, MNE theory 
has limited relevance as guidelines for international business practitioners today. Accordingly, 
research that addresses this topic is of great value to academics, managers and policy makers, 
with the outcomes making academic, managerial and policy contributions.  
 
1.3.1 Academic importance of the study
 
The theory of the location of FDI has been characterized by an overarching emphasis on two 
broader theoretical traditions: (i) the internalization or eclectic paradigm (see: Buckley & 
Casson, 1976; Dunning, 2009), and (ii) the Uppsala school (see: Johanson & Vahlne, 1977). 
In line with these approaches, research of FDI location decision-making processes has 
(1) What are the decision-making processes that lead to FDI location choice? 
 
(2) What is the impact of contextual variables on FDI location decision-making 
processes at different levels of analysis, and are there any patterns of variation 
in decision processes under different decision conditions? 
 
(3) What factors drive final FDI location choice, and can a useful framework or 
theory be developed that links FDI location decision-making processes and 
context to drivers of FDI location choice? 
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followed two distinct paths. On one hand, internalization and eclectic paradigms have inspired 
research based upon traditional trade-theoretic approaches that view FDI location choice as a 
quasi-rational decision with the primary goal of profitability and rent extraction (see: Fina & 
Rugman, 1996). On the other hand, research drawing upon ideas from the Uppsala tradition 
has examined FDI location decisions from a more micro-level, concentrating on the 
behavioral and managerial issues of how firms learn as they internationalize (e.g., Melin, 
1992).  
  
While each of these approaches has proven valuable in identifying the fundamental drivers of 
FDI location, the resulting dichotomy in FDI location research presents a number of concerns 
in the current international business environment. Firstly, much has changed since both 
approaches were first published in the 1970s and 1980s, and these changes introduce new 
considerations for each theory going into the 2010s. Not only have economic and regulatory 
environmental conditions evolved substantially in the past thirty or so years, but so too have 
some facets of company behavior and international business research and theory (Johanson & 
Vahlne, 2009). Whilst the underlying forces behind FDI may not have changed significantly 
in this time, the growing diversity in MNE type, behavior and environments observable in the 
2010s require some extension and review of extant theory. Secondly, there have been 
increasing calls for the development of an interdisciplinary approach to FDI location 
decisions that incorporates multiple levels of analysis (Dunning, 2009; Buckley et al., 2007; 
Rahman, 2003). This call is indicative of the limitations of examining MNE behavior from a 
single level of analysis, as is the case with the aforementioned theories. Thirdly, the distinct 
methodologies that have been associated with each tradition have been recognized as limiting 
the significance of resulting analysis (Buckley et al., 2007). Finally, despite the focus on 
outcomes of FDI location decisions in extant research, neither theoretical tradition has 
resulted in the development of a model of the actual decision-making processes which lead to 
MNE location choice (Mudambi & Navarra, 2003; Buckley et al., 2007).  
 
The central questions, therefore, are: what are the decision-making processes that lead to FDI 
location choice and how does the context under which decisions are made impact these 
processes and their outcomes? One possible approach to answering these questions could 
involve applying a game theory framework to the FDI location decision and relating different 
decision-making strategies to different elements of context (Darkhovski & Staroswiecki, 
2003). Another would be to apply choice modeling principles to observe how different 
managers act under different decision-making environments (Buckley et al., 2007). The 
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approach taken within this thesis is applying a contingency model of strategic decision 
making (e.g., Beach & Mitchell, 1978), in the same way that has proved useful in other areas 
of international business research such as mode of entry choice (Kumar & Subramaniam, 
1997). The contingency framework has greater value in this research context than other 
decision-making theories as it enables analysis of the influence of decision-maker, firm and 
environmental variables at the same time. This is not the case with other theories such as 
game theory and choice modeling, which are limited by their unit of analysis. The 
contingency model is fitting on the basis that its founding assumption links together the three 
key components of FDI location choice: processes, context and outcomes. However, a 
contingency framework has not previously been applied to the context of FDI location 
decisions and minimal attempt has been made previously to bring together these three 
components due to problems relating to levels of analysis. Applying a contingency framework 
will therefore help fill gaps and inconsistencies in the MNE and internationalization literature 
that will strengthen its relevance in the ever changing international business environment.  
 
1.3.2 Managerial and policy importance of the study 
 
The purpose of this research was to strengthen understanding of how MNEs select a location 
to host their FDI and what impact context has on this decision. By shedding light on the 
relationship between specific contextual factors and the organizational processes that lead to 
FDI location choice, findings should therefore help managers become more aware of - and 
therefore better manage – decision-making processes to suit the environment in which they 
are made. MNEs intending to expand into foreign markets require a detailed understanding of 
how their organization might fit with host markets and the broader operating environment. If 
managers are able to better understand their unique reactions to the complex international 
business environment, findings from this research may thus assist in risk management, more 
efficient allocation of resources, and better informed internationalization strategies. For 
instance, if final location choice is the result of organizational processes carried out by 
different groups of actors at different levels of the firm, do standard operating procedures 
facilitate or impede optimality in decision making? If the concept of attractiveness and fit 
between a location and a firm is subjective, how can managers make objective evaluations 
and select the best location for FDI? What mechanisms can decision makers use to mitigate 
uncertainty and risk in situations where information is incomplete? Such questions have 
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significant ramifications for international business practitioners and are therefore important to 
answer. 
  
By understanding that there is no ‘one size fits all’ approach to how FDI location decisions 
are made, this study also has important implications for policy makers seeking to attract 
greater FDI into their country. As economic activity is inherently place-based, it may also be 
understood that places are in constant competition to attract the largest or most valuable 
amount of investment to their region. Whether the recipient area is developing or otherwise, 
inward investment can stimulate many aspects of an economy and, thus, have spillover effects 
for the host society as a whole. From a public-policy perspective, a more accurate 
understanding of what motivates MNEs to invest in one location over another and how this 
changes according to decision context is of great value. Such information allows for policy 
development, marketing and branding initiatives and investment incentive schemes to be 
better tailored to the needs of the institution in question and also more efficient.  
 
1.4 Research overview 
1.4.1 Definitions 
 
FDI defined 
 
Foreign direct investment (FDI) is most commonly defined according to the Organization for 
Economic Cooperation and Development’s (OECD) glossary of standard economic terms as 
“a category of international investment made by a resident entity in one economy (the direct 
investor) with the objective of establishing a lasting interest in an enterprise resident in an 
economy other than that of the investor (direct investment enterprise)” (OECD, 2010). 
‘Lasting interest’ implies the existence of a long-term relationship between the direct investor 
and the enterprise, and a significant degree of influence by the direct investor on the 
management of the direct investment enterprise. Direct investment involves both the initial 
transaction between the two entities and all subsequent capital transactions between them and 
among affiliated enterprises; both incorporated and unincorporated (OECD, 2010). The key 
difference between FDI and other forms of foreign investment and MNE activity is, therefore, 
its long-term focus. The lasting commitment associated with FDI often means that the 
investment is higher risk and involves a greater number of variables and uncertainty than 
other forms of MNE activity such as importing/exporting. Accordingly, the decision-making 
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processes that lead to FDI location choice are often more complex and require greater 
resource commitment than other forms of investment, and thus require separate analysis in 
research.  
 
FDI enterprise defined 
 
A foreign direct investment enterprise is an incorporated or unincorporated enterprise in 
which a direct investor resident in another economy owns 10 per cent or more of the ordinary 
shares or voting power (for an incorporated enterprise) or the equivalent (for an 
unincorporated enterprise). FDI enterprises can take one of three forms: (i) subsidiaries, 
where the investor owns more than 50 percent; (ii) associates, where the investor owns 50 
percent or less; and (iii) branches, wholly or jointly owned unincorporated enterprises 
(OECD, 2010). All three groupings of FDI enterprises were considered in the study.  
 
FDI location decision defined 
 
The decision to establish an FDI enterprise in one location over another is closely connected 
to other aspects of MNE strategy including internationalization and mode of entry decisions, 
among others. It is therefore important to understand how these other strategic decisions help 
set the scene for FDI when examining related location decision-making processes. In order to 
produce meaningful findings in decision-making analysis, however, it is also important to 
delineate the boundaries of the focus decision. This study defines the FDI location decision as 
the final choice of a location that will host a firm’s FDI, whether made by a single decision-
maker or decision-making group. This definition is important as it distinguishes location 
choice as a managerial decision, made on the firm’s behalf. The FDI location decision-making 
process is defined as originating at the point in which the firm has formally decided to pursue 
a specific FDI strategy, and ending when the final location is selected for the FDI. This 
definition is appropriate as it positions the research to focus on decision-making processes 
that primarily relate to location choice only, while still taking into consideration other factors 
which might influence the decision outcome. Organizational processes that lead up to the 
decision to engage in FDI, as well as the implementation of the location strategy, are also 
considered as contextual factors in order to ensure comprehensive analysis.  
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1.4.2 Unit of analysis 
 
The unit of analysis in this study was the FDI location decision. This follows the definition of 
FDI adopted in the study that repositions FDI location choice to the level of the decision 
maker(s), thereby allowing examination of influences at the level of the firm, the decision 
maker, and the external operating environment. This diverges from existing theories and 
research in international business, which has primarily focused on broader units of analysis 
such as the firm or the market, and thereby prevented analysis of variables at other levels of 
analysis.   
 
1.5 Methodology 
 
This study consists of two phases: exploratory research (Phase 1) and primary research (Phase 
2). Because little other research could be found which either examined MNE decisions 
directly, or decision-making variables at multiple levels of analysis, the exploratory research 
served to refine the initial conceptual framework of the contingency framework of FDI 
location decisions and develop a corresponding set of propositions. In addition, the 
exploratory research helped to test the suitability of the chosen research design for the focus 
research phenomenon, and thereby strengthened the final methodology chosen for the primary 
research. The purpose of the second phase of research was to examine the refined propositions 
and develop the preliminary contingency framework into a contingency model of FDI 
location decisions. The process approach using multiple case study methodology was chosen 
to achieve these goals (Van de Ven & Poole, 1990; Van de Ven & Engleman, 2004; Yin, 
2008). 
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1.5.1 Phase 1- Exploratory Research 
Objective 
 
The exploratory research aimed to (i) confirm the relevance of variables identified by the 
literature review, and ascertain new variables that may emerge and have not been made 
available through past work; (ii) corroborate the three levels of interaction between factors 
external to the firm, factors internal to the firm, and factors individual to the decision maker; 
(iii) support the proposition that FDI location decisions follow the same broad five-stage 
decision-making process as other strategic decisions; and (iv) verify the need for a 
contingency approach to investment location decision, and refine the constructs of variables 
and the theoretical framework required to integrate such approach into research propositions 
for phase two of the research. 
 
Sample 
 
Exploratory case studies were conducted for a total of twenty-four multinational corporations, 
and key expert interviews were conducted with a total of eighteen FDI experts. The 
population of interest included participant multinationals based in the USA or Australia, 
within the Financial Services and Creative Industries. Dun & Bradstreet Global Companies 
List, contact lists of firms from the New South Wales Department of State and Regional 
Development, the Sydney Chamber of Commerce, the Australia-America Association, and the 
Australian Trade Commission were used to identify a set of firms and experts suitable for the 
study. The resulting firms and expert panelists were drawn from public and private sector 
firms of varying size, within the specified sample population.  
 
Data collection 
 
The focus of the exploratory research was on FDI location decision-making processes and 
variables. Research relied upon three data sources: (i) semi-structured interviews with key 
decision makers and experts; (ii) a short questionnaire completed by the same respondents 
during the interview; and (iii) other secondary sources, such as company reports, newspaper 
articles and strategic plans. From these sources data was collected regarding characteristics of 
the decision, processes and outcomes of the decision, and factors influencing the decision, 
including key indicators of location attraction.  
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Data analysis 
 
Multiple-case studies using within- and cross-case analysis were employed to explore the four 
research aims stated above. To ensure quality in research a four-pronged data analysis 
strategy was adopted: (1) relying on theoretical propositions, (2) developing case descriptions, 
(3) using multiple sources of data, and (4) examining rival explanations (Eisenhardt, 1989). 
Triangulation of researchers, theories, data and evidence was used at each stage of the 
research to ensure accuracy and validity in analysis (Feagin, Orum & Sjober, 1991). 
 
1.5.2 Phase 2- Primary Research 
 
Objective 
 
The primary research aimed to (i) examine FDI location decision-making processes and 
identify the patterns of variation in these processes, and (ii) examine the relationship between 
the decision-making processes and contextual variables. The propositions and contingency 
framework developed in the primary research helped to structure and guide this empirical 
investigation.  
 
Sample 
 
The refined set of propositions was investigated using twenty case studies of FDI location 
decisions. Case studies were conducted for four types of MNEs to capture the interaction 
effects between specific contextual variables on FDI location decision processes: (1) small 
size financial services firms, (2) large size financial services firms, (3) small size creative 
industry firms, (4) large size creative industry firms. Case MNEs were recruited from China 
and Australia and varied in characteristics such as parent country nationality, age, ownership 
and networks. The focused MNEs were selected for two reasons. First, to capture the 
contingency effects of two specific variables highlighted in previous research as important: 
firm industry and firm size. Second, to provide a broad natural distribution in decision context 
from which to explore the contingency effects of different environmental, firm and decision-
maker(s) characteristics. Dun & Bradstreet Global Companies List, contact lists of firms from 
the New South Wales Department of State and Regional Development, the Sydney Chamber 
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of Commerce, the Australia-America Association, and the Australian Trade Commission were 
again used to identify sample firms for the study.  
 
Data collection 
 
The primary research focused upon in-depth accounts of the FDI location decision-making 
process at each firm. Whereas the exploratory research had a broader focus on corroborating 
and refining concepts from the literature, the primary study centered upon recreating each 
case FDI location decision and in-depth exploration of decision, decision maker, firm and 
environmental context. Accordingly, decision-making processes, variables and the 
relationship between processes and variables were revealed through examination of key 
events, key processes, case histories and other in-depth analysis. To aid data analysis, the 
chronology of events in each case was reconstructed and mapped, paying careful attention to 
the impact of context. Four sources of evidence included: (i) semi-structured interviews with 
key decision makers and consultants; (ii) additional primary and secondary data sources, such 
as company reports, newspaper articles and strategic plans; (iii) supplementary and third-party 
interviews; and (iv) memos. There were fifty key informants in total, consisting of forty-one 
from the focal firms and nine third-party decision makers involved in case decisions.  
 
Data analysis 
 
Multiple case studies using within- and cross-case analysis were employed to test the research 
propositions, strengthen the contingency framework of FDI location decisions, and explore 
emergent themes and patterns. Within-case analysis was conducted for each case and was 
followed by the creation of a summary of the FDI location decision. The summary of the FDI 
location decision depicted key actors, processes, variables and events at each stage of the 
decision-making process. In line with the process approach adopted in the primary research, 
case data were grouped into time-sequence arrays in analysis to help build summaries of the 
FDI location decision-making process at each case. In the cross-case analysis this data, 
together with corresponding data regarding variables and characteristics of the decision, was 
analyzed according to established cross-case analytical and pattern-matching strategies. 
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1.6 Contributions of this study 
1.6.1 Theoretical contributions 
 
The contingency framework of the FDI location decision-making process developed in this 
research strengthens our understanding of how specific aspects of firm context can shape 
decision processes and outcomes in a consistent and predictable way. By examining 
managerial decisions directly (albeit in retrospect) we are able to incorporate insights both 
from the process (Johanson & Vahlne, 1977) and calculative (Dunning, 2001) traditions, and 
remove the problem of the ‘level of analysis’ that has prevented comparisons in the past. The 
academic contribution is thus found in the research’s ability to extend the general theory of 
the MNE (Buckley & Casson, 1976; Dunning, 1981; Rugman, 1980) so that it may continue 
to apply in the context of the diversity of MNEs today. By identifying observable patterns in 
the way managers make FDI location decisions according to firm context, and providing 
explanations for these patterns according to existing theory, this research expands the general 
theory of the MNE where little work has been done to understand how and why FDI location 
decisions and decision-making processes differ according to context. 
 
More specifically, the contributions of this research lie with its seven key findings relating to 
the FDI location decision process, content and context. These key findings include (i) FDI 
location decisions occur in a set chronological pattern of five overlapping stages with the goal 
of maximizing subjective expected utility; (ii) in firms where the level of uncertainty is 
higher, there will be an increased likelihood that dynamics in the decision-making process 
will disrupt the staged approach to location choice, (iii) the general decision-making process 
and its content differ from case to case according to external environmental context, internal 
environment context and individual decision-making group context; (iv) MNEs employ one 
of five models of FDI location decision making which are dependent on clusters of firm 
characteristics that moderate the level of decision-maker autonomy, hierarchical 
centralization, rule formalization, commitment to strategy, and politicization of the decision; 
(v) the content of the FDI location decision and the measures used to assess location are 
determined by the initiating force for FDI, the purpose of the FDI, and the information and 
networks of the firm and its decision makers; (vi) the more dynamic the decision process, 
uncertain its environment and definition, open to chance, and the more openness to decision-
maker effects in a FDI location decision, the less ‘rational’ the decision will appear to be; and 
(vii) in the evaluation of location attractiveness, different aspects of content are going to be 
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considered and evaluated at each stage of the decision process. These findings enhance 
understandings of decision making at MNEs, reconcile a number of inconsistencies between 
opposing perspectives of MNE theory, and thereby update extant theory so that it has greater 
relevance in today’s diverse international business environment. 
 
In terms of research methods, the study extends the work of Buckley et al. (2007) to further 
demonstrate the value of examining managerial decisions directly in resolving concerns 
relating to the level of analysis in MNE research. By engaging the ‘decision’ as an alternative 
unit of analysis, data collection and analysis was able to examine the interaction between 
variables at multiple levels of analysis. The richness of the study’s findings – which relate to 
the complex interactions between variables at different levels of analysis – further highlights 
the limitations of maintaining the variable/process single level of analysis dichotomy that 
characterizes mainstream MNE theory (Buckley & Casson, 1976; Dunning, 1981; Johnason 
& Vahlne, 1977). Instead, a need is identified that calls out for MNE research that engages 
concepts from different disciplines, from both mainstream theories of MNE behavior and 
from multiple levels of analysis. The process approach to case study research is promoted as 
an effective tool to aid in the initial analysis of complex interactions between processes and 
variables at different levels of analysis. Additionally, the study demonstrates the benefits of 
employing qualitative comparative methods with a ‘small-N’ research design for developing 
middle range theory. 
 
Finally, the study identifies several different opportunities for further development based on 
the contingency framework for FDI location decisions developed herein. Firstly, the 
application and testing of concepts from the contingency model framework in the context of 
other international business decisions and strategic decisions more broadly; secondly, the 
extension of a contingency framework to a wider variety of FDI location decision contexts, 
including cross-cultural and different industry contexts, to explore other patterns that may be 
observed; and thirdly, the use of other quantitative and qualitative research methodologies to 
add depth and generalizability to this research’s examinations of how the shape and context of 
decision-making processes influence outcomes. 
 
 
 
 23 
1.6.2 Managerial and policy contributions 
 
 
From a managerial perspective, the contingency model of the FDI location decision developed 
in this research provides an important tool for achieving optimal FDI location decisions. It is 
the primary objective of MNE managers to select a location for FDI that will provide 
maximum value and complementarity for the firm’s resources. The ability to identify 
potential sources of deviation from optimal processes of decision making and assessment is 
thus a key advantage for such managers. In the same way, the enhanced understanding of how 
environmental, firm and decision-maker context can influence the decision process and 
content can help managers to develop targeted risk management strategies and maximize 
value from opportunities in their environment. A deeper understanding of indicators and 
drivers of attraction for FDI may also foster strong marketing and branding initiatives, and 
strategic planning. What is learned from this study will enable businesses to make more 
accurate evaluations of potential recipient locations for investment. These evaluations will in 
turn enable companies to better leverage location advantages to improve efficiencies and 
successfully distribute core business functions across international borders.  
 
From a public policy perspective, the contingency model and related insights facilitate a better 
understanding of how MNEs select locations for FDI, and therefore enable public policy 
makers to better target investment incentives, promotions and developmental policies for their 
needs. The ability to successfully attract FDI is highly valued by public policy makers, due to 
the numerous advantages of spillover effects of FDI onto host economies. Insight into how 
MNEs make location decisions under different contexts will allow public policy makers to 
minimize wasteful expenditure on incentives for firms that are not realistically considering 
their regions, and more accurately target those who are. Furthermore, knowledge of the 
location priorities of firms will also allow policy makers to better tailor their investment 
incentives, policy reforms and regulatory responses to suit the needs of their desired target 
markets. For example, the research shows that reducing entry regulations in most cases will 
not influence location attractiveness for high-potential smaller-sized financial services firms. 
Yet, labor market reform and deregulation of financial markets are common requirements to 
support growth of such ventures.  Finally, by examining the decision from the perspective of 
the manager and the firm, this research is able to reaffirm the importance of knowledge and 
perceptions in MNE decision making. As information provision and branding and positioning 
are alternative strategies to reforms and incentives for governments attempting to attract 
investment, this finding is key for public policy makers. This also reasserts the relevance of 
 24 
investment incentives as well as place marketing and place branding schemes that that have 
been much debated in prior research (Mudambi, 1995; Olins, 2002; Oman, 1999; Porter, 
2000). 
 
1.7 Structure of thesis 
 
The thesis is structured according to seven chapters, as follows. The current chapter (Chapter 
1) provides an overview of the research. The second chapter (Chapter 2) comprises a literature 
review of internationalization, MNE and decision-making research, followed by a discussion 
of the exploratory research (Chapter 3); the description and justification for the research 
methodology (Chapter 4); and discussion of the results and findings from the main study 
(Chapter 5). An extended discussion of the implications of the findings on the initial model 
and propositions as well as implications for existing theories and models is found in Chapter 
6. Finally, discussions and conclusions of the study, its theoretical, managerial and policy 
implications, limitations and future research directions are in Chapter 7. A complete outline of 
this thesis and is portrayed in Figure 1.1. 
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Figure 1.2 – Thesis Structure 
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Chapter 2 - Literature Review 
 
2.1 Introduction 
 
Exploration of investment location decision-making processes requires the engagement of 
theory and research from a diverse range of backgrounds. It is the objective of this chapter to 
organize this significant breadth of work into a unified framework for analysis. Despite 
considerable prior research into Foreign Direct Investment (FDI) location decisions, our 
understanding of the processes underlying such decisions is still limited. Findings from work 
based in the economics and behavioral theories of the Multinational Enterprise (MNE) 
acknowledge that FDI is not a point-of-time decision but a gradual process that yields 
important changes over its duration. However, these competing traditions both fall short when 
attempting to portray the actual process by which FDI location decisions are made by 
managers in MNEs.  
 
In order to answer the first two research questions of this thesis, “What are the decision-
making processes that lead to FDI location choice?” and “What is the impact of contextual 
variables on FDI location decision-making processes at different levels of analysis, and are 
there any patterns of variation in decision process under different decision conditions?” it is 
necessary to go beyond mainstream MNE theory. As it will be shown, discussions regarding 
the FDI decision date as far back as the classical economists, and span multiple disciplines 
from economic geography to marketing to behavioral psychology. Yet few of these 
discussions explicitly consider the role of variables at more than one level of analysis on the 
decision, and accordingly do not provide a comprehensive framework from which to 
investigate how the FDI location decision is actually made. In order to conduct a systematic 
investigation of the varied research base in this chapter a broad organizing framework from 
the decision-making literature is adopted. 
 
The structure of this chapter mirrors this framework, beginning firstly with an organizing 
framework for subsequent analysis; secondly, literature surrounding external industry and 
environmental factors influencing investment decisions; thirdly, literature detailing internal 
firm-based influences; fourthly, research exploring influencing factors at the decision maker 
or individual level; fifthly, academic work considering the role of context in the decision; and 
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finally, a review of decision theory and literature exploring potential contingency effects in 
the FDI location decision. For the consideration of the third and final research question; 
‘What factors drive final FDI location choice, and can a useful framework or theory be 
developed that links FDI location decision-making processes and context to drivers of FDI 
location choice?” an assortment of variables are outlined from academic and practitioner 
work, and related back to literature on decision processes. The chapter concludes by 
proposing an updated framework for analysis of foreign direct investment location decisions.  
 
2.2 The FDI Location Decision: An Organizing Framework 
 
One clear theme serves to unite the often contradictory research propositions found within 
international business literature – the notion that FDI requires an interaction between the 
manager charged with the investment decision, their firm, and the environment they are 
operating in. Whether managers have substantial agency in this interaction, or are instead 
guided by greater ‘invisible forces of competition’ for example (see: Greenhut, 1995), 
location choice is the result of a decision process that involves variables at multiple levels of 
analysis (Buckley et al., 2007). The literature surrounding this process is diverse and, 
subsequently, requires a robust yet dynamic theoretical framework for examination.  
 
Although some works in international business (see: Peng, 2006; Ho & Lau, 2007) and 
location marketing research (see: O’Shaughnessy & O’Shaughnessy, 2000), identify the 
influence of variables at multiple levels of analysis in their findings, none employ a clear 
framework to illustrate how different levels of variables interact. Instead, strategic decision-
making models are much better suited as theoretical frameworks for examining complex 
decision-making processes because of their focus on the manager as the unit of analysis.  
 
Specifically, Hitt and Tyler’s (1991) model of strategic decision making appears most 
applicable to this thesis’ research questions. Whilst other decision-making models focus on 
either the processes of decision making (see: Schwenk, 1984) or the influence of a particular 
variable on decision outcomes (see: Achrol & Stern, 1988), Hitt and Tyler (1991) utilize a 
model based upon the three leading perspectives on decision-making processes: External 
Control, Rational Normative, and Strategic Choice theory. Broad enough to encompass all 
strands of research relevant to the FDI location decision, yet specific enough to organize them 
into a manageable structure for evaluation, this model classifies theories and their related 
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influencing factors into three overlapping categories. These categories include: (1) factors 
external to the firm, as highlighted by the External Control perspective; (2) factors internal to 
the firm, as highlighted by the Rational Normative model; and (3) factors internal to the 
decision maker, or decision-making group, as highlighted by the Strategic Choice perspective.  
 
Hitt and Tyler (1991) extend the ‘choice-determinism’ debate between the constraining 
environment of the External Control theorists and the agency of the interaction between 
internal and external processes within the Rational Normative model. They do this by 
introducing decision-maker specific processes of human perception and evaluation to the 
model. Furthermore, as well as creating conceptual links between the three approaches, Hitt 
and Tyler (1991) empirically validate their model through analysis of both primary and 
secondary data. Although the greatest empirical support was found for the Rational 
Normative model, significant endorsement for the influence of both external and executive 
characteristics confirms the necessity of examining all three schools of thought. 
 
Figure 2.1 -  Hitt & Tyler (1991) – Strategic Decision-Making Model 
 
Source: Adapted from Hitt & Tyler (1991) 
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Accordingly, this framework is employed for the systematic review of the research relevant 
to the FDI location decision. The use of such a holistic framework highlights the substantial 
gaps within the study of investment decisions, most notably the absence of any significant 
attempt to incorporate all three groupings of influences into a comprehensive model. 
 
2.3 External Considerations 
2.3.1 Classical/Neo-Classical Economics and Economic Geography 
 
Perhaps the oldest of all literature concerning international investment decisions, theories 
exploring external and environmental motivators for expansion, date as far back as the 
Classical economists of the 1800s. Arguably laying the foundations for the discipline of 
economic geography, economists such as Ricardo, Marshall and Mill extended classical ideals 
of competition to international trade. Believing in an equilibrium economy of disparate firms 
governed by the invisible hand of competition, such classical theorists emphasized the relative 
abundance of immobile assets in locations as the primary motivator for international trade and 
investment (Greenhut, 1995). German theorists Launhardt, Von Thunen and Weber extended 
this notion of the comparative advantage of nations to include other assets such as labor, 
capital and transport costs, and created the “least cost theory of plant location” (Greenhut, 
1995: 43). Within this theory, the guiding principles in the economic system are the 
producers, who choose to produce goods in locations that provide optimal resource cost 
(Greenhut, 1995). 
 
From this “least cost theory of plant location” neo-classical economists incorporated 
intangible assets such as culture, human capital and institutional frameworks in the later 
1800s and early 20th century (Nachum, 2000: 367). Maintaining an emphasis on perfect 
competition, homogeneous products and non-increasing returns to scale, location under neo-
classical thought was said to be determined exogenously, given spatial distributions of natural 
endowments and technologies (Brulhart, 1998). Economic geography in its current form has, 
for the most part, not deviated from this idea and is aptly summarized as a discipline 
examining links among firms, institutions and infrastructures within a given area which result 
in economic activity and processes external to the individual firm yet internal to the location 
(Nachum, 2000). As local presence is a prerequisite for reaping the benefits of such dynamics, 
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the search for proximity to these externalities is therefore the primary motivation for 
international investment. Externalities and immobile assets thus provide a fuller 
understanding of factors of location choice as appreciated by classical, neo-classical and 
economic geographers (Nachum, 2000: 380).  
 
The recognition of immobile assets and least cost theory as determinants of location attraction 
by classical and neo-classical economists remains a central tenet of MNE theory today. This 
can be largely attributed to the rigorous quantitative methodology that provided the 
framework for much classical and neo-classical economic research. Classical and neo-
classical economists for the most part employed secondary data in microeconomic models and 
used correlation methods to explore external motivations for location foreign direct 
investment decisions (see: Greenhut, 1995; Nachum, 2000; Brulhart, 1998). Because of this 
reliance on secondary data and standardized statistical processes, this meant that methods 
could be replicated again and again under different conditions. This also meant, however, that 
data did not consider the role of variables not captured in the secondary data such as manager 
input. Although not the intention of these studies, this limited focus on the manager as a 
rational actor seeking to maximize their utility prevents a complete theory of decision-making 
processes being formulated.  
 
2.3.2 Agglomeration Economics and Cluster Theory 
 
Two interrelated streams of theory running parallel to developments in classical and neo-
classical economic geography are agglomeration economics and cluster theory. Closely linked 
with the developments in economic theory noted above, the economics of agglomeration also 
date back as far as 1890, when Marshall studied and published research regarding the 
externalities of specialized industrial location. Economic geography explains spatial 
configuration of economic activities as the outcome of a process involving two opposing 
forces of agglomeration and dispersion – pushing and pulling consumers and firms. For 
example, dispersion forces consist mainly of the capacity of labor and capital to move to new 
locations, and one major agglomeration force can be noted as the comprehensive supply of 
producer services. Clusters or agglomerations are critical masses of successful companies in 
specific business areas and, as a result, epitomize the competitive advantage of locations 
(Porter, 2000). Natural resources and, more generally, production factors are not uniformly 
distributed across locations, so it is on this unevenness that agglomeration economics and 
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cluster theory has been built (Fujita & Thisse, 2002). In particular the trade-off between 
increasing returns in production and transportation costs is central to understanding location 
decisions (Fujita & Thisse, 2002). Thunen furthered this theory by seeking to identify the 
specific forces behind a firm’s geographical dispersion. Thunen specified the primary forces 
resulting in increased geographical dispersion of firms as raw materials, manufactured articles 
and necessities for production; and forces stimulating agglomeration as the presence of large 
scale industrial plants, demand for products, division of labor and size of market (Fujita & 
Thisse, 2002).  
 
Extending beyond basic economic geography, strong regional disparities within a country 
imply the existence of economic agglomerations at a scale lesser than the national scale put 
forth by traditional comparative advantage theory. These disparities, and the associated 
existence of regional and city level economic groupings, also imply that prosperity within a 
location depends on both the abundance of factors of production, as well as the productivity 
for when used (Fujita & Thisse, 2002). As a result of this, methodologies employed by cluster 
theorists largely include case studies and surveys of agglomeration regions (see: Fujita & 
Thisse, 2002; Porter, 2000; Held, 1996; Audretsch & Stephen, 1996). For example, Held 
(1996) uses the Hudson Valley Region of New York State as a case study for developing 
theories of cluster intelligence and public policy recommendations. Such case-specific and 
ungeneralizable methodologies have resulted in the formation of a multitude of differing 
perspectives on cluster theory. However, each stream maintains a degree of consistency 
through a common recognition of the multiple industry levels present within clusters. The 
idea that clusters encompass an array of industries and other entities important to competition, 
is the central tenet of agglomeration economics and subsequently highlights the existence of 
competitive economic location groupings, or clusters, as the principal indicator of location 
attraction for foreign investment (Porter, 2000).  
 
Therefore, the contribution of cluster theory to MNE theory is still important despite its 
reliance on open methodologies. Cluster theory extends beyond basic classical and neo-
classical economic theory to show how locational advantages are not a static concept, but 
instead occur at different levels and may be actively contributed to by economic actors. 
Because cluster theory does not explore these relationships in any great depth, it is unable to 
provide a framework for understanding the FDI location decision as a process. However, the 
notion that formal and informal organizing mechanisms as well as cultural norms contribute 
to economic formations is a key factor in understanding variables influencing the decision at 
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different levels of analysis. As such, it is also a useful tool for shaping economic agendas 
(Porter, 2000). The identification of clusters offers not only a rationale for setting priorities 
among competing FDI attraction initiatives (see: Held, 1996; Porter, 2000; Audretsch & 
Stephan, 1996), but has also partly fashioned a separate strand of research that examines the 
role of institutions in shaping geographical areas of economic success. This strand of research 
will be discussed in section 2.3.4.  
 
Apart from the substantial empirical support provided for location’s role in investment 
patterns and economics, economic agglomeration theory is also useful due to its unique 
shifting of focus from the national scale to regional and city levels. No other stream of 
research so aptly argues that FDI location decisions take into account factors at regional and 
city levels due to the unfeasible task of assessing multitude of differing operating 
environments co-existing within a single nation.  
 
2.3.3 Industrial Organization Theory 
 
Industrial organization theory is derived from trade theory and the classical economics of 
industrial organization, and may be summarized by their two governing principles (Buckley 
& Casson, 1976). The first states that firms internalize missing or imperfect external markets 
until the costs of further internalization outweigh the benefits (Dunning, 2009). The second 
states that firms choose locations for their constituent activities that minimize the overall cost 
of their operations (Buckley & Cason, 1976). The FDI location decision in industrial 
organization theory is therefore a deliberate – if rationally bounded – decision made with the 
primary goal of profitability and rent extraction. Focusing on environment and industry-based 
factors of attraction, industrial organization explains the strategic behavior of firms and the 
structure of markets in terms of industry characteristics and game theory.  
 
Dunning and OLI 
 
As one of the first theorists to apply Industrial Organization to international business, John 
Dunning developed his ‘eclectic paradigm’ of international production in 1976. The central 
tenet of this paradigm was that firms have a triad of interrelated advantages that determine the 
extent and pattern of international production at any one time (Dunning, 2001). The eclectic 
paradigm was also known as the OLI-Model, after the three advantages that lie at the 
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paradigm’s core: Ownership, Location and Internalization advantages. Ownership advantages 
consisted of the competitive advantages of the firm, such as production techniques and returns 
to scale. Ownership advantages of MNEs will depend not only upon those internally 
generated but also on their competence to seek out, harness, and influence the innovation, 
price and quality of assets of other institutions. Location advantages included the 
attractiveness of an area for undertaking the value-adding activities of MNEs, such as the 
existence of raw materials and low wages. Internalization advantages included how firms may 
organize the creation and exploitation of their core competencies (Dunning, 1981).  
 
According to Dunning, the greater the net benefits of internalizing cross-border markets, the 
more likely a firm is to directly engage in foreign production rather than license the right to do 
so. In this way the eclectic paradigm identifies that it is the contrast between a country’s 
locational advantages and a firm’s ownership advantages that determines the type of 
investment to be made. FDI will result when the parent country has higher factor costs than 
the foreign location and the firm has relevant competitive advantages. Exporting will occur 
when costs in the foreign location are equal or more than the parent country and the firm 
possesses competitive advantages. Dunning also makes the important acknowledgement that 
investment location choices depend on the primary motivation of the firm – resource seeking, 
market seeking or efficiency seeking – and whether the investment is new or sequential. Yet 
these points are only touched upon briefly and are noted as an area that requires far greater 
attention (Dunning, 1998). 
 
Throughout the past three decades, the focus of the OLI triad in industrial organization 
research has evolved from locational variables in the 1960s, to institutions in the 1970s, firm 
specific determinants in the 1980s and renewed interest in spatial aspects of FDI from the 
1990s until now (Dunning, 1998). Some literature has identified developments of the global 
economy that impinge upon capabilities and strategies of MNEs and the locational attractions 
offered by particular countries to mobile investors. These include the growing significance of 
firm-specific knowledge-intensive assets in the wealth-creating process; the reduction of 
impediments to trade but the rise of other location-specific costs; and finally the growing need 
and ease with which firms are able to coordinate their cross-border activities and form 
alliances with foreign firms (Brulhart, 1998).  
 
Investment development path (IDP) is the final component of the eclectic paradigm. IDP 
notes that a country’s configuration of the OLI advantages facing MNEs undergo change and 
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that it is possible to identify both the conditions making for the change and their effect on the 
trajectory of the country’s development (Dunning, 2001). Employed together, Dunning’s 
insights into IDP, OLI advantages and purposes of foreign investment provide significant 
insight into the international activities of MNEs and conditions for FDI. These three concepts 
provide the theoretical foundations for the majority of research into the behavior of MNEs.  
 
Porter’s Competitive Advantage of Nations 
 
Applying a broader perspective than Dunning’s eclectic paradigm, Michael Porter provides 
the second pillar of the industrial organization approach to FDI location decisions. To explain 
national competitive advantage, Porter argues that broad attributes of a nation shape the 
environment in which local firms compete. These attributes also promote or impede a nation’s 
success in competition with other nations at the industry level (2000). Porter introduces a 
“Diamond of National Competitive Advantage” (see: Figure 2.2) that specifies four key 
categories of conditions which foster national competitive advantage. These include: (1) 
Factor conditions – traditional factors of production or resource endowment; (2) Demand 
conditions – the nature of home demand for each industry’s products or services; (3) related 
and supporting industries – the presence or absence of clusters of internationally competitive 
supplier and related industries; and lastly, (4) Firm strategy, structure and rivalry – the 
conditions in a nation governing how companies are created, organized and managed, as well 
as the nature of domestic rivalry (Porter, 2000). Porter also identifies two additional variables 
with the potential to magnify or decrease the influence of the four above conditions, “chance” 
and “government.” This theory thereby expands on the traditional notion of comparative 
advantage to include a country’s success in exporting and attracting foreign direct investment, 
which he calls “national comparative advantage.” Porter’s is the most comprehensive theory 
that explores the role of external variables in FDI location decisions, and shall be discussed in 
greater detail in Section 2.6. However, it is important to note that Porter’s ideas are also not so 
much an empirically tested theory as a set of plausible variables supported by detailed 
qualitative case examples. Porter’s work contributes to the understanding of what makes a 
country’s firms successful in international competition, thus, why it may be attractive to 
foreign investors, but does not explore the decision-making process itself.  
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Figure 2.2 - Porter’s “Diamond of National Competitive Advantage”  
 
 
 
 
 
 
 
Source: Porter (2000: 22)
 
Other Applications of Industrial Organization and Conclusions 
 
In international business research there has been more work aimed at empirically verifying the 
findings relating to industrial organization than any other stream of research (Buckley et al., 
2007). Such studies share strong similarities with industrial organization theorists and the 
broader calculative tradition and explore the influence of variables such as market size, wage 
rates and transport costs (Woodward & Rolfe, 1992), host country institutions (Henisz, 2000) 
and technology factors (Chung, 2001). This research emphasizes the ‘objective’ or 
instrumental determinants of FDI location and primarily draws upon secondary data.  
 
Although prescribing to the same broad organizational focus, work by Mudambi (1995) 
provides contrasting evidence to the core findings of Dunning and Porter’s research 
highlighted above. In his research, Mudambi finds measures of political risks and 
infrastructure factors to be relatively insignificant in investment decisions and, instead, 
highlights the pre-existing level of MNE investment and corporate tax factors as influential 
determinants of final location choice. Similarly, Woodward and Rolfe (1993) use a correlation 
study of FDI flows to the Caribbean to draw attention to political and economic stability as 
well as investment incentives as positive influences on the location decision. Other theorists 
(see: Shephard, 1985; Shy, 1995) have also explored the influence of various industry-related 
variables on international investment, however none so comprehensively as Porter or 
Dunning.  
 
Regardless of differences in findings, one common theme is apparent across all industrial 
organization research, the importance of privileging the structure of the industrial system as a 
Factor conditions 
Demand conditions 
Related and 
supporting 
industries 
Firm strategy, structure 
and rivalry 
 36 
whole over the individual firm (Scott, 1986). Following from this, the industrial organization 
literature prescribes that location-specific aspects of industry – such as domestic competition, 
market size and factors of supply – and industry-related characteristics of firms – such as 
industry sector, ownership advantages and purpose of investment – will drive the location of 
FDI. In this way, industrial organization and related research view FDI location choice as a 
quasi-rational decision with the primary goal of profitability and rent extraction (see: Fina & 
Rugman, 1996). While making many strong contributions to the theory of the MNE, industrial 
organization theory also has important limitations in the context of this thesis.  
 
Even though research methodologies employed by Dunning and other eclectic researchers are 
generally considered robust due to a focus on strong, testable, quantitative methods, the 
limitations of industrial organization research in the context of the FDI location decision 
process are primarily attributable to method (Buckley et al. 2007). Although not their 
intended purpose, a common reliance on panel and survey data that focuses on final location 
choice and intra-firm choice only has meant IO research does not show: (1) what the decision-
making processes behind the final choice were, including what options were considered, what 
were discarded and what were the relative values; (2) to what extent choice is idiosyncratic to 
the firms or managers making them; or (3) how the consideration sets of the firm differed 
(Devinney, Midgely & Venaik, 2003).  
 
2.3.4 Institutional Influences 
 
Institutions play two interrelated roles in influencing the FDI location choices of MNEs. First, 
the institutional environment corresponds directly to the operating environment for business. 
This includes factors such as barriers to market entry, regulatory conditions and taxation 
systems. Second, institutions may play a more proactive role in attracting FDI, by providing 
regulatory or financial incentives. Although many theories highlight the importance of 
institutional factors as a key indicator of location attractiveness (see: Porter, 1990), a whole 
body of work has also been developed that focuses primarily on the role of institutional 
influences on MNE behavior.  
 
From the 1960s onwards, the majority of this literature centers upon the entry, or lack thereof, 
of governments into ‘location tournaments.’ Location tournaments are the policy adjustments, 
promotional campaigns and incentive programs designed to attract investment by 
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multinational corporations (Wheeler & Mody, 1992). The 1960s and 1970s bore witness to a 
period of market and import substitution strategies which acted as a deterrent to international 
investment. Since the 1980s, however, the perceived gains in terms of capital, employment 
and foreign exchange means that the attraction of foreign direct investment (FDI) has become 
a priority for host country governments worldwide (Woodward & Rolfe, 1993: 121). In fact, a 
separate stream of literature has developed which examines the importance of inward 
investment in facilitating growth for developing nations (Woodward & Rolfe, 1993; Bevan, 
Estrin & Meyer, 2004; Worth, 1998). A separate argument advances that institutions may 
have become the most important locational advantage for potential host countries. This 
argument states that institutions form part of the “created assets” which have arguably 
overcome the conventional “natural assets” focus of earlier theories (Mudambi, 1995; Worth, 
1998; Woodward & Rolfe, 1993). Coeurderoy and Murray (2008) attribute this to the growing 
number of new technology-based firms entering foreign markets.  
 
Whether advocating their supremacy, their developmental potential or the specifics of 
institutional investment support schemes, it is the key principle of institutional theory to 
promote the idea that institutions play an active role in FDI location decisions. Institutional 
theory largely attributes the FDI location decision to a firm’s assessment of institutional 
factors such as rule of law, transparency of regulation, institutions, infrastructure and human 
capital development (Worth, 1998; Bevan et al., 2004; Mudambi, 1995; Peng, 2006). So 
widely followed is this perspective that government investment support schemes are now 
standard entry on the list of items considered by corporate decision makers. Elaborate 
investment schemes, typically set up under the aegis of an “inward investment agency” such 
as the Industrial development Authority (IDA) of the Republic of Ireland, are also becoming 
more than commonplace (Mudambi, 1999: 72). The potential for institutions and governments 
in particular, to manipulate their environment to best attract investors is a necessary condition 
to the location and city branding paradigm as a whole. As a result of the multifaceted nature 
of institutional theory, no one methodology appears to prevail within its research. Instead, a 
range of strategies employing both primary and secondary data in both qualitative (Worth, 
1998; Mudambi, 1999) and quantitative analysis (Bevan et al., 2004; Worth, 1998) may be 
found. In this way, institutional research can be perceived as one of the most 
methodologically sound and comprehensive from the external-focused factors group.  
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2.3.5 Alternative Theories of MNE Behavior 
 
Beyond theories of economic geography and agglomeration, industrial organization and 
institutions, there also exists a large body of literature that examines other environmental 
influences on FDI location decisions that may not be classified into any of the above 
categories.  
 
‘Liability of Foreignness’ 
 
Hymer (1960) condenses the FDI location decision into a quest to overcome the ‘liability of 
foreignness’ inherent to foreign environments. Hymer (1960) and those who support his 
theory (see: Peng, 2006) use the concept of ‘liability of foreignness’ to imply that 
comparisons with parent-country environments are the basis of most assessments of location 
attraction. Highlighting differences in formal and informal governing institutions and 
discrimination against foreign firms as fostering negative perceptions of potential places of 
investment, Hymer notes that to overcome the liability of foreignness, firms require favorable 
conditions in the host country (1960).  
 
Portfolio Theory 
 
Expanding upon economic geography, Arthur (1994) notes that although industry location 
patterns are essentially pre-ordained by geographic endowments, relative prices and transport 
costs, the reduction of risk through geographic diversity may also be an important factor in 
FDI location decisions. Coming under the classification of Portfolio Theory, advocating 
international portfolio diversification as a means of enhancing average returns whiles 
reducing portfolio risk is a common theme in contemporary international business literature 
(Jorion, 1985). Several other recent empirical studies consider the role of ‘classical’ variables 
and suggest that weights on location factors differ significantly across industries (see: 
Trueman, Kemm & Giroud, 2004; Held, 1996; Chetty & Blankenburg Holm, 2000); level of 
development (Wheeler & Mody, 1992); and past investment decisions (Mudambi, 1995). 
Brulhart (1998) introduces a ‘new economic geography’ where location is entirely 
endogenous and pecuniary externalities, technological externalities and trade costs determine 
location.  
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New Trade Theory and Product Lifecycle Theory 
 
Work exploring intra-industry trade and ‘New Trade Theory’ steers away from the focus on 
deterministic nature of regional endowments apparent in other areas of international business 
theory. New Trade Theory, such as that outlined by Krugman and Obstfield (1991), proposes 
that international intra-industry trade allows countries to specialize in a limited variety of 
productions in order to reap the benefits of increasing returns without reducing the variety of 
products available for consumption. As intra-industry trade encompasses the importing and 
exporting of the same variety of goods and services, it thereby undermines the significance of 
regional endowments and cannot be explained by classical and neo-classical notions of 
comparative advantage. Although solely focusing on the international movements of products, 
Product Lifecycle Theory also extends beyond basic comparative advantage theory to explain 
FDI movements. Promoting the notion that entry, exit, market structure and innovation of 
products follow a common pattern across product groupings, Product Lifecycle Theory 
identifies lifecycle stage as the primary determinant of location investment decisions 
(Klepper, 1996).  
 
Despite their widely differing theoretical backgrounds, these theories each face similar 
methodological issues. A reliance on secondary data means that findings are based on the 
same unrealistic assumption of firm and manager homogeneity that underlies industrial 
organization theory. Additionally, because the focus of research is on quite broad patterns of 
internationalization, actual processes of decision making and contextual differences are all but 
ignored. Although this is clearly not the purpose of such research, it limits its applicability in 
the context of this thesis. The strength of these alternative theories of MNE behavior lies 
instead with their ability to draw together key contributions of other externally-focused 
research and, in particular, consider the potential discrepancies in mainstream economic 
theories, including industrial organization.  
      
2.3.6 External Consideration Conclusions 
 
As the theoretical starting point for research regarding FDI location decisions, literature 
regarding external considerations holds considerable value for issues explored within this 
thesis. Important contributions of the external-based literature include: (1) outlining a number 
of key drivers of location decisions; (2) identifying potential indicators of location attraction 
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that are specific to a region’s social, economic, political and regulatory environment; (3) 
introducing the importance of differences between nations, regions and cities in location 
assessments; (4) highlighting the active role governments may play in attracting investment; 
(5) exploring industry effects on the decision; and (6) providing a preliminary insight into 
how firm’s interact with their environment during the FDI location decision.  
 
However, in pursuing analysis of MNE behavior at firm, industry, nation and regional level, 
insights made by external theorists leave significant gaps with regard to how FDI location 
decisions are actually made. With the exceptions of Porter and several of the alternative 
theories of MNE behavior discussed in Section 2.3.5, each strand of external literature 
maintains a narrow focus on their area of interest and largely ignores the interrelated nature of 
economic, political, social and regulatory environments. Although this concentrated focus 
facilitates a depth of insight, it limits the applicability of findings under different contexts.  
 
The primary concern in relation to this thesis is that despite identifying noteworthy indicators 
of location attraction, the external literature fails to stipulate how these indicators work 
together to formulate a total image of attraction, and how this image is perceived throughout 
the decision process. As noted before, this has not been the purpose of external-focused 
research, yet it poses great potential for future investigation. Similarly, although a handful of 
theorists are able to reinforce their arguments through both rigorous primary and secondary 
data (see: Audretsch & Stephan, 1996; Brulhart, 1998; Woodward & Rolfe, 1993), the 
consistency and quality of methodologies used throughout the remaining research base leaves 
room for improvement. Key characteristics of extant theories discussed in this section and 
their contributions to understandings of external considerations in the FDI location decision 
are summarized in Table 2.1. 
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Table 2.1 – External Considerations in the FDI Location Decision 
 
THEORETICAL 
GROUPING 
PERSPECTIVE INFLUENCES ON DECISIONS DATA SOURCE 
 
Classical/Neo-
Classical 
Economics 
- FDI location 
choice guided 
by system and 
markets 
- Immobile assets/Natural resources 
- Labor, capital, transport costs 
- Intangible assets (culture, human capital, 
institutional framework, technologies) 
- Case study 
- Panel data 
- Survey data 
- Statistical analysis 
 
 
Economic 
Agglomeration/ 
Cluster Theory 
 
- FDI location 
choice guided 
by markets and 
economic 
agglomeration 
effects 
- Production factors 
- Trade-off between increasing returns 
and transport costs 
- Raw materials, manufactured articles, 
necessities for production 
- Large scale industrial plants, demand for 
product, division of labor, market size 
- Case Study 
- Panel data 
- Survey data 
- Statistical analysis 
- Comparative 
analysis 
 
Institutional 
Theory  
- FDI location 
choice guided 
by markets, but 
institutions play 
an active role in 
markets. 
- Rule of law 
- Transparency of regulations 
- Institutions 
- Infrastructure 
- Human capital development 
- Case Study 
- Panel data 
- Survey data 
- Statistical analysis 
- Comparative 
analysis 
 
Industrial 
Organization 
- FDI location 
choice guided 
by industry, 
markets and 
institutions.  
- Level of industrialization 
- Business and political stability/risk 
- Government hospitality 
- Suitability for business/infrastructure 
- Market potential/size 
 
- Panel data 
- Survey data 
- Statistical analysis 
- Comparative 
analysis 
 
Liability of 
Foreignness 
- FDI location 
choice guided 
by markets and 
perceived risk  
- Liability of foreignness 
- Risk 
- Level of development 
- Industry 
- Lifecycle stage 
- Investment history 
- Market size 
- Case Study 
- Sampling 
- Panel data 
- Survey data 
- Statistical analysis 
- Comparative 
analysis 
Portfolio Theory - FDI location 
choice guided 
by markets and 
the resources of 
the firm 
- Factor conditions 
- Demand conditions 
- Related and supporting industries 
- Immobile assets/Natural resources 
- Firm strategy, structure and rivarly  
- Chance and government 
- Panel data 
- Survey data 
- Statistical analysis 
- Comparative 
analysis 
Alternative 
Theories of MNE 
Behavior  
- FDI location 
choice guided 
by markets and 
characteristics 
of the firm  
- Liability of foreignness 
- Risk 
- Level of development 
- Industry 
- Lifecycle stage 
- Investment history 
- Market size 
- Case Study 
- Panel data 
- Survey data 
- Statistical analysis 
- Comparative 
analysis 
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2.4 Internal Considerations 
2.4.1 The Resource-Based View 
 
Strands of research and literature choosing to examine drivers for FDI that are internal to the 
firm, are primarily concerned with the resource-based view (RBV). A resource-based 
approach focuses on the firm-specific attributes of a corporation as sources of economic rents 
and also as the fundamental drivers of performance and competitive advantage (Connor, 
1991). According to the resource-based view, a firm’s strength depends on its ability to gain 
and defend advantageous positions in underlying resources important to production and 
distribution, as outlined by the ‘VRIO’ Framework. The ‘VRIO’ framework cites the primary 
resource based considerations as Value, Rarity, Imitability and Organization/dissemination 
risk (Peng, 2006). While industrial organization theorists attempt to characterize behavior of a 
‘representative firm’ as a black box, ‘Internal’ theorists, as they could be labeled, draw upon 
the RBV theory and VRIO framework to illustrate the different individual stimuli for 
decisions as resulting from the specific resource configuration, and therefore, needs of an 
individual firm (Mahoney & Pandian, 1992). The central propositions of the RBV model are 
employed in many theories of MNE behavior without explicit recognition of RBV as a theory. 
However, the underlying premise of resource deficiency is the same. Following this logic, a 
common approach to explaining location decisions appears to be a categorization of 
multinational corporations as either natural resource seeking, market seeking, efficiency 
seeking or innovation seeking (see Peng, 2006; Dunning, 1998; Porter, 1990). Connor (1991) 
goes as far as to suggest that there are aspects of RBV theory inherent within all theories of 
the firm, from neo-classical to Industrial Organization to Transaction Cost theory.  
 
Strategy under RBV may be viewed as the continuing search for short-term returns as a result 
of valuable scarce resources, locational advantages, monopoly rents, entrepreneurial rents and 
firm specific rents (Mahoney & Pandian, 1992: 380). A firm may achieve rent not only 
because it has better resources but rather because the firm’s distinctive competence involves 
making better use of its resources. This notion that a firm’s resources influence managerial 
perceptions, and therefore the direction of growth, highlights competitive advantage as a 
function of the interplay between organizational factors such as people, architecture, routines 
and culture (Mahoney & Pandian, 1992). Adding to this dynamic perspective, RBV also 
defines international investment as a longitudinal process in which multiple entries take place, 
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with each entry building on capabilities and lessons learnt from previous entry experiences 
(Peng, 2001).  
 
The Dynamic Capability View (DBV) is an extension of the RBV that provides a more 
dynamic view to FDI. This view is based on the notion that competitive advantage requires 
both the exploitation of existing internal and external firm-specific capabilities and the 
development of new ones (Teece & Pasano, 1994). Dynamic capabilities are the subset of the 
competencies that allow the firm to create new products and processes and respond to 
changing market and environmental circumstances (Helfat & Peteraft, 2003). In the context of 
FDI, this means a firm’s specific dynamic capabilities are what will lead it to select a specific 
location for FDI over another, and differ according to firm and environmental context.  
 
Specific RBV factors that have been highlighted as influential for investment decisions 
include: the ability of corporations to cooperate and make decisions, problem solving 
dissension, the power structure and communication flows of an organization, degree of 
centralization and multi- directional communication, reporting processes and rule 
formalization, and general comprehensiveness and rationality (Papadakis, Liouskas and 
Chambers, 1998). For instance, Mahoney & Pandian (1992) highlights the unique and 
inimitable corporate culture, including degree of centralization and communication activities 
as attracting MNEs to countries with a matching overall culture. Thus, American firms are 
more likely to invest within an Australian market, with similar levels of decentralization and 
individualism, rather than a Scandinavian market, where companies may appear much more 
centralized and collectively oriented. 
 
Another perspective is that of resource dependence. Contending resource capacities are the 
primary motivators for diversification, that is, the shortage or surplus of physical inputs (such 
as labor), finance, suitable investment opportunities or sufficient managerial capacity drive a 
firm overseas. Firms are administrative organizations and collections of physical, human and 
intangible assets. In the same way that an absence of productive services presents an 
opportunity to be balanced externally, an excess capacity due to indivisibilities and cyclical 
demand often drives the diversification process (Mahoney & Pandian, 1992). Timing is also a 
factor – unless a firm is approached by an unsolicited foreign customer who may lead to 
“passive” entries, the relative advantages and disadvantages of first mover versus late mover 
foreign market entry must be assessed carefully (Peng, 2006). However, some researchers 
have noted that the unique individual firm level of analysis in RBV prevents a generalizable 
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theory from emerging (Connor, 1991). This is a very important point when assessing the 
potential utility of RBV in the analysis of FDI location decisions. Some research from other 
disciplines expands upon this point by criticizing the lack of a tight definition and significant 
explanatory power in RBV, and renames RBV as an “innovation” instead of a paradigm 
(Peng, 2001). This criticism notwithstanding, resource-based theory adds significant 
predictive power to the question of FDI location decisions through its identification of 
specific firm characteristics as motivators for FDI location choice. 
 
2.4.2 Networks 
 
The unique focus of RBV on organizational learning brings us to the second grouping of 
‘internally’ focused MNE theory. RBV theory postulates that a MNE’s capability to learn 
from partners may be an important resource underlying competitive advantage, and this 
introduces the significant potential of network theory. Peng (2001) outlines two kinds of 
networks – “link” alliances with others of asymmetric knowledge and “scale” alliances with 
firms of similar knowledge. RBV and network theory raise the level of analysis from the 
transaction to the firm, suggesting particular entry decisions cannot be viewed in isolation and 
instead must be considered in relation to the overall strategic posture of the firm and the 
firm’s network, that is, how the dynamics of a network help firms to extend, penetrate and 
integrate their international market (Johanson & Mattsson, 1992; Mattson, 1998; Wilkinson, 
2008). The rents that accrue to firms through FDI are partly the result of their own unique 
resource endowments but also partly derived from the structure of the network to which they 
belong, both the specific network to which a firm belongs and also its relative position within 
that network (Gulati, Nohria & Zaheer, 2000). Networks can help firms expose themselves to 
new opportunities, obtain knowledge, learn from experiences, and benefit from the synergistic 
effect of pooled resources (Chetty & Blankenburg Holm, 2000; Arenius, 2005).  
 
Normann and Ramirez (1993) argue that successful firms are moving away from strategic 
positions in the value chain to a value creating system; firms add value by collaborating and 
sharing knowledge with suppliers, business partners, allies and customers (Chetty & 
Blankenburg Holm, 2000). Activities in the network allow the firm to form relationships that 
help it gain access to resources and markets, dependent on the stage of internationalization 
(Chetty & Blankenburg Holm, 2000). Rauch (2001) provides evidence that transnational 
business and social networks promote international trade and mobility by alleviating problems 
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of contract enforcement and providing information about opportunities, fostering links with 
local networks. A contrasting perspective notes that just as networks may facilitate a firm’s 
entry into foreign markets, they may serve as entry barriers. The network of ties in the 
strategic group a firm is trying to leave or enter may impede the movement of firms, 
providing both a constraint and an opportunity (Gulati et al., 2000). Areas of international 
business theory that have been particularly enthusiastic in engaging network theory in recent 
years include theories of international joint ventures (see: Coviello, 2006); born globals (see: 
Sharma & Blomstermo, 2003); and, international entrepreneurship (see: Chandra, Styles and 
Wilkinson, 2012). 
 
This expansion of the knowledge-based approach in network theory to include the 
significance of the broader formal and informal networks for which firms are positioned 
within is a valuable contribution for discussions regarding FDI location decisions. With 
particular relevance to the contemporary global operating environment, the interdependence 
of firms across differing industries and geographies has meant that a single firm’s FDI 
decisions can no longer be examined in isolation. Despite examining networks as a 
particularly fluid concept, the methodology behind network research appears particularly 
strong, applying theoretically rigorous concepts to primary and secondary data analysis. For 
example, Chetty and Blankenburg Holm (2000) employ Johanson and Mattson’s (1992) 
Social Exchange theory to a longitudinal case study of four manufacturing companies. From 
the results gathered, Chetty and Blankenburg Holm not only reinforces the significance of 
networks within FDI decisions, but also explores moderating variable of differing stages of 
entry. More recent work has also increased recognition of the role and importance of 
relationships and networks in assisting firms to identify, develop and exploit new 
international market opportunities (Chandra et al., 2012; Wilkinson, 2008). Admittedly, due 
to its relative infancy as a discipline and the intangible nature of its primary variable studied, 
conclusions reached from such studies remain quite broad and in need of refinement. 
Nevertheless, this demonstrates a great potential for future development rather than an 
inherent issue within the field.  
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2.4.3 Behavioral Theory of the Firm 
 
At the center of behavioral theories of the firm is the notion that the firm is an adaptive 
political coalition that comprises of different individuals and groups of individuals with 
different goals (Cyert & March, 1963). The concept of the behavioral theory of the firm was 
founded by March & Simon (1958) and Cyert and March (1963), largely in reaction to the 
assumption of internal consistency found within much mainstream organizational research. 
From the behavioral perspective, the firm is seen not as a static entity but as a system of slack, 
search and rules that changes over time in response to experience, as that experience is 
interpreted in terms of the relation between performance and aspirations (Augier, 2004). The 
firm is therefore an adaptive system, whose ‘standard operating procedures’ reflect the 
experiences of the firm by providing procedures for solutions to problems that the firm has 
solved in the past. Because firm behavior is the result of a continuous bargaining-learning 
process, organizational goals are often inconsistent and standard operating procedures often 
evolve.  
 
In the context of international business, Aharoni’s (1966) seminal book, ‘The Foreign 
Investment Decision Process’ is one of most influential works on the behavioral theory of the 
firm. In the book, Aharoni identifies the FDI decision as a highly complex strategic decision 
that is influenced by multiple attitudes and opinions within and outside an organization. 
Aharoni states that in every FDI decision the following features may be identified: (1) the 
social system in which the decision process takes place; (2) the process takes a long time; (3) 
decisions are made under uncertainty; (4) organizations have goals; and (5) there are many 
constraints on the freedom of action of the decision maker (1966). In this way, Aharoni 
identifies the complex interrelationships between changing attitudes, opinions and social 
relationships; past experience and present events; and perceptions of the future, as critical 
factors affecting the FDI location decision and location choice (Ramamurti & Hashai, 2001). 
 
Research stemming from the behavioral theory of the firm has provided substantial insight 
into the FDI location decision by highlighting the complexity of interrelationships between 
actors and organizational factors that influence the FDI location decision. The research 
methodologies employed to explore these interrelationships have primarily consisted of in-
depth qualitative studies focusing on identifying key elements of the FDI decision. While 
providing detail in analysis, this methodology has also reduced the generalizability of 
resulting conclusions. Perhaps more importantly, however, the relatively sparse body of 
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research exploring behavioral components of FDI decisions has meant that as of yet there is 
no framework that links the interrelated behavioral components of FDI decision process and 
makes them sensible (Aharoni, 2010).  
 
2.4.4 The Uppsala Model 
 
The Uppsala model represents the second mainstream theoretical tradition of MNE behavior, 
other than eclectic and internalization models in the calculative tradition (Johanson & Vahlne, 
1977, 2009). Derived from a single-industry study of Swedish logging companies, the 
Uppsala model examines FDI location decisions from the level of the firm, concentrating on 
the behavioral and managerial issues of how firms learn as they internationalize (Melin, 
1992). The Uppsala school of thought identifies an incremental process to firms’ 
internationalization that is linked to geographic or cultural distance (Johanson & Vahlne, 
1977). According to such theory, managers make iterative decisions that are dominated by 
limited information and risk aversion. Such behavior therefore leads to a staged approach to 
internationalization that has specific characteristics and patterns of behavior at each stage. In 
the theory learning to internationalize is as important a goal as the profit-seeking and rent 
extraction motives highlighted by the calculative tradition. As a result, firms are said to begin 
their international operations in locations that are geographically close to the home market 
and in culturally close countries where knowledge, relationships and experience have already 
been established (Buckley, Clegg, Cross, Liu, Voss and Zheng, 2007).  
 
More recent research founded in the Uppsala tradition has focused on experiential, cultural 
and information related variables in FDI location decisions and highlighted the importance of 
variables such as length of tenure (Mudambi, 1995) and psychic distance (Pedersen, Petersen 
& Sharma, 2003) on the FDI location decision. While the findings of this research and past 
research based in the Uppsala tradition are diverse, the introduction of context issues such as 
firm experience and learning in internationalization represents a key contribution to 
understanding of FDI location decisions.  
 
In research stemming from the Uppsala tradition, case studies of small numbers of individual 
companies (e.g., Fina & Rugman, 1996; Chetty & Blankenburg Holm, 2000) or cross-
sectional surveys (e.g., Sullivan & Bauerschmidt, 1990) have been used to focus on 
behavioral and managerial aspects of internationalization. The limitations of resulting theory 
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are therefore primarily attributable to the absence of links between empirical studies and 
formal models (e.g., Melin, 1992), and concerns about the domain of the firms studied (e.g., 
Sullivan & Bauerschmidt, 1990).  
 
2.4.5 Internal Consideration Conclusions  
 
In contrast to the external considerations listed in Section 2.3, contributions of internal 
research lie within their recognition of the active interplay between firms and their potential 
investment location, and how firm characteristics may affect location choice. Like the 
external theorists, however, the internal-focused body of research maintains a focus on 
specific areas of interest, and as a result attributes little recognition to other motivators for 
international investment outlined outside the parameters of a resource-based or network 
approach. In the same manner, although internal theories develop a firm-specific theory of 
investment, it is only Chetty and Blankenburg Holm (2000) who attempts to expand upon 
moderators with the potential to alter the weighting of each indicator. For example, although 
firm knowledge may differ from firm to firm, resource-based theorists assume that knowledge 
is consistently important for location decisions, instead of recognizing that knowledge may be 
less important in specific situations, such as in primary industries. From a methodological 
perspective, internal research maintains this limited approach. Although sound in its own 
right, a trend may be found within the internal literature which includes a primary focus on 
the case study and critical review methodologies (see: Chetty & Blankenburg Holm, 2000; 
Gulati et al., 2000; Rowe & Barnes, 1998; Rauch, 2001; Connor, 1991; Mahoney & Pandian, 
1992). Perhaps attributable to both the bourgeoning state of the discipline or the intangible 
nature of network relationships and the difficulties involved with quantifying such tacit 
aspects of business success, this represents an area for further research.  Key characteristics of 
extant theories discussed in this section and their contributions to understandings of internal 
considerations in the FDI location decision are summarized in Table 2.2. 
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Table 2.2 - Internal Considerations in the FDI Location Decision 
 
THEORETICAL 
GROUPING 
PERSPECTIVE INFLUENCES ON DECISIONS DATA SOURCE 
RBV - FDI location 
choice guided 
by the 
alignment 
between the 
resource 
configurations 
of the firm, its 
competition, 
and host 
locations 
 
- Valuable scarce resources 
- Complimentary resources 
- Environment 
- Industry 
- Strategy  
- Organizational Factors: people, 
architecture, knowledge and culture 
- Case Study 
- Observation 
- Surveys 
- Statistical analysis 
- Comparative 
analysis 
Networks 
 
- FDI location 
choice guided 
by information 
and networks. 
- Networks 
- Access to institutions and public goods 
- Networks  
- Agents helping entry 
- Industry structure and competition 
- Case Study 
- Observation 
- Surveys 
- Statistical analysis 
- Comparative 
analysis 
 
Behavioral  
- FDI location 
choice guided 
by the 
interrelationship
s between actors 
inside the firm 
and the system 
under which 
they operate. 
 
- Decision makers 
- Groups of decision makers 
- Level of conflict, bargaining and 
politicization in the firm 
- Firm standard operating procedures  
- Uncertainty 
- Changing organizational goals 
- Social system 
- Knowledge and learning 
- Case Study 
- Surveys 
 
 
Uppsala  
- FDI location 
choice guided 
by a staged 
approach to 
internationalizat
ion based upon 
experience and 
learning.  
- Learning and information issues 
- Cultural issues 
- Experiential issues 
- Psychic distance 
- Firm stage of internationalization  
 
- Case Study 
- Surveys 
 
2.5 Individual Considerations  
2.5.1 Decision Making 
 
The ‘individual’ level of analysis, as typified by strategic choice theory, has less defined 
boundaries than ‘external’ and ‘internal’ levels described in previous sections. ‘Individual’ 
literature and research can, however, be characterized by a primary focus on processes of 
decision making, variables affecting decision making, and the effect of marketing and 
branding on decision making. The key impetus behind the examination of such processes is 
the quest for a more dynamic model of investment behavior (Reid, 1981). Benito and 
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Gripsrud (1992) note that location choices are not a result of cultural learning but instead a 
discrete, rational choice process. Often, a hierarchy is employed to represent the investment 
process; for example, Reid (1981) utilizes a five-stage hierarchy – export awareness, export 
intention, trial, evaluation and acceptance. Nevertheless, both organizational processes and 
the factors that drive assessments at each stage of each process need to be analyzed in order to 
truly understand how FDI location decisions are made and where final choice comes from.  
 
2.5.2 Variables Affecting Decision Making: Decision Maker Characteristics and 
Behavioral Factors 
 
Strategic management theory is based on the assumption that strategic outcomes stem from 
managerial action. Research at the ‘individual’ level has linked cognitive processes to 
decision outcomes at the individual and group decision levels (Hermann & Datta, 2002; 
Kosslyn, 1980; Whittington, 1988; Reid, 1981; Schwenk, 1995). Strategic decision-making 
research has shown that decision processes matter, as even under the most favorable 
environments, procedural rationality is dependent on the level of politicization in the firm 
(Dean & Sharfman, 1996). One stream of decision-making research highlights the influence 
of managerial demographics on decision processes and outcomes. Finkelsten and Hambrick 
(1966) highlight position tenure, educational level, international experience and functional 
background as particularly important in influencing the executive knowledge base. Relevant 
dimensions of managerial behavior may also be more broadly listed as expectations, beliefs 
and attitudes towards markets – all variables highly susceptible to marketing and branding 
strategies discussed later (Reid, 1981). Upper echelons theory, as advanced by Hermann & 
Datta (2002), posits that strategic executive choices reflect the idiosyncrasies of decision 
makers. The Carnegie school of thought promotes the deterministic idea of bounded 
rationality, where it is not the individual decision maker but the complexity of processes of 
compromise between groups of key decision makers that give each decision its particular 
character (Whittington, 1988). Accordingly, differences in management cognitive 
perspectives affect all aspects of strategic decision-making processes, from issue 
identification to information processing. In the case of the international arena and foreign 
market entry mode this is magnified (Hermann & Datta, 2002). As Aharoni stated in his 2010 
call to action on a behavioral theory of the MNE, the success of MNEs is at least as much a 
function of management ability and behavior as it is of industry characteristics or 
environmental factors. However, the majority of strategic decision-making researchers 
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support the view that decision-making activity is not exclusively determined by structural or 
managerial factors, and is in fact the result of interaction between managerial and 
environmental variables (Reid, 1981). Also, it must be remembered that FDI location choice 
can be made only if resources exist which allow such choice to be exercised; in this respect 
the firm characteristics can play a crucial role (Reid, 1981). Also, when determining the 
subject of research on decision-making processes, there are often many different decision 
makers to consider and it is important to take into account the chain of command. Investment 
decisions may be the responsibility of a sole executive, a decision-making group or an entire 
division, thus different forces are at play in each situation.  
 
2.5.3 Processes of Decision Making: Cognitive and Information Processing Processes  
 
In addition to research highlighted in the above section that explores broader influences on 
strategic decision making, an abundance of research can also be found that examines the 
actual processes that lead to final FDI location choice. The first part of the FDI location 
decision process is typically represented as some form of simplification process with the aim 
of reducing the number of foreign markets to be considered for investment. One can postulate 
that decision makers have a prior conceptual space of market possibilities, within which 
market or consideration sets are determined by two types of experiences – those specific to 
the firm and those specific to the decision maker. Emphasis on an information processing 
approach to export adoption behavior seems to be a most fruitful theoretical framework to 
adopt in this examination (Reid, 1981). Though strategic decision-making choices and their 
influences may appear highly convoluted and impossible to untangle, the human information 
processing capacity is inherently limited. As the central feature of strategic decisions is their 
lack of structure, typically due to their complexity. In order to be able to act in such situations, 
decision makers must use perceptual processes to simplify the situation. These processes of 
simplification are often called biases or heuristics (Schwenk, 1984). Cognitive psychologists 
and behavioral decision theorists have identified a wide range of processes that work to 
simplify perceptions. These include: prior hypothesis bias, the bias of previously formed 
opinions; anchoring, the tendency to rely too heavily on one piece of information when 
making decisions; inferences, drawing a conclusion based solely on one’s existing 
knowledge; and value trade-offs, where the decision is made as a result of a cost-benefit 
analysis (Schwenk, 1995). These heuristics are important considerations in FDI location 
decisions as they greatly reduce the relevance of standardized indicators of location 
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attractiveness. For example, although India is a rapidly expanding global economy with a 
highly competitive information technology sector, this growth has largely occurred only in the 
last decade or so, thus investors with poor opinion of India dating back prior to this IT boom 
within the nation may choose to invest in an overseas market of inferior standard of IT 
services. 
 
Cognitive psychologists also focus on imagery representations and propositional 
representations when exploring information processing models, demonstrating that people 
have quasi-pictorial representations which are used in cognitive processes. Quasi-pictorial 
representations are “surface representations,” the difference between imagery and 
propositional representations being that the former are intended to portray the image itself, 
and the latter involves only the description of the image. Kosslyn (1980) shows that while 
both imagery representations and propositional representations are tied to affect-driven 
choices, propositional representations also link with belief-driven choice based on a nation’s 
reputational capital. The significance of these representations is in their dynamic nature – 
images have different elements that fade in and out during different time periods. Finally, as 
direct experience of a potential investment location is not often a feasible option, stereotyping 
is an important cognitive process in the investment decision. A potential investor’s view of 
the nation will therefore be a composite of beliefs based on second-hand experiences 
emanating from the imagery of people, social, political and economic conditions as 
communicated through mediums such as the media (O’Shaughnessy & O’Shaughnessy, 
2000). 
 
Decision-making literature introduces the influential factors of decision-maker characteristics 
and demographics; behavioral factors; and cognitive and information processing processes to 
the FDI location decision-making process equation. These factors may be critical in 
explaining variation between the FDI location decisions of similar firms in similar markets. 
Discrepancies between one individual or group’s perception of what comprises an attractive 
location and the actual suitability of a location for that FDI accentuate the importance of 
considering how a place may be perceived at an individual, cognitive or emotional level. The 
methodology behind research in the field of strategic decision making is comprehensive, 
largely deriving from experimental methods with qualitative and quantitative analysis of 
primary and secondary data. The primary concern with the extant literature base is thus not 
theoretically or methodologically founded but, instead, an issue of research focus. No work 
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can be found that explicitly discusses decision making in the context of FDI decisions, thus a 
significant gap is presented for development within this thesis.  
 
2.5.4 Branding 
 
As noted in the above section, decision-maker perceptions, attitudes and beliefs are central 
factors that influence FDI location choices, and branding theories that aim to structure these 
perceptions, attitudes and beliefs in order to mold them, are highly relevant. The pivotal 
contribution of branding theory and research to FDI location decisions lies in its recognition 
of place image as the sum of people’s perceptions, attitudes and beliefs towards that place. By 
recognizing place image as a fluid, continually evolving yet valuable construct, this notion of 
place as a brand acknowledges the interdependent contributions of factors external to the firm, 
internal to the firm and individual to the decision maker and to the decision-making process. 
Country of origin theory highlights the value of place as a brand, with particular emphasis on 
the impact of ethnocentricity on purchasing decisions (see: Bilkey & Nes, 1982; Grosse & 
Trivino, 1996; Lantz & Loeb, 1996); brand equity identifies the elements of interpretation and 
awareness of brand image, also identifiable for places (Kotler & Gertner, 2002; Hankinson, 
2005; Keller, 1993; Plous, 1993); and image theory recognizes the differing manifestations of 
brand image and, subsequently, the difficulties involved when trying to define a particular 
image (Caldwell & Freire, 2004; Parameswaran & Pisharodi, 1994). The methodology 
supporting the basic branding literature is based upon solid theoretical foundations and 
utilizes both quantitative and qualitative methods to analyze primary and secondary data. 
Although not as widely investigated as other types of brand theory and research, the concept 
of city branding also stems from the branding literature. City branding as a concept 
investigates the varying scales of place image. As a result, the branding discipline provides a 
critical uniting force for analysis of decision-making processes, offering practical 
applicability to often quite abstract theoretical concepts. The primary gap with regard to this 
research is however the application of well-researched branding and decision-making theories 
to international business decisions, rather than consumer choices. The greater scale of analysis 
considered in the FDI equation introduces a greater number of variables, including external 
and internal variables discussed previously, with which the branding literature has not yet 
attempted to engage.  
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2.5.5 Location Marketing 
 
Directly applying the key concepts of branding theory and its wider parent tradition of 
marketing to location choice is the recently emerged field of ‘location marketing.’ Although 
placing the manager at the center of the FDI location decision through a focus on image and 
perceptions, location marketing incorporates considerations from external, internal and 
individual levels of analysis discussed above. The founding tenet of this field is that culture is 
the communicator of a country’s true spirit and unique essence, its essential brand message 
(Anholt, 2002). During the last one hundred years or so, much of the wealth of rich countries 
has been generated through marketing culture; whether through the ability to add attraction to 
exported brands through country-of-origin effects, the sophisticated marketing of tourism 
brands, or the marketing attracting the brightest talent and biggest foreign investments 
(Anholt, 2002). Place of origin has always been an integral part of the repertory of extrinsic 
cues for product evaluations. Strategic place marketing thus encompasses firstly, an 
understanding of environmental forces affecting marketability, such as size of domestic 
market; secondly, the monitoring the external environment, including the threats and 
opportunities; and finally, the management of factors affecting decisions – image, attractions, 
infrastructure and people (Kotler & Gertner, 1993). A national image is the sum of beliefs, 
ideas and impressions that people have of that place, thus it represents a simplification of a 
large number of associations and pieces of information connected with the place (Kotler & 
Gertner, 1993). A place should be recognized as a brand – identifiable in a way that the buyer 
or user perceive unique added value that matches their needs most closely.  
 
Issues involved with location branding are however numerous and widely discussed. Firstly, 
there are difficulties relating to the complexity involved with defining key theoretical 
concepts such as organizational complexity and control, management of partnerships, product 
complexity and measurements of success (Hankinson, 2005). Secondly, due to its youth as a 
discipline, as well as a tourism and practitioner focus, this field may be found to be lacking 
with regard to academic vigor. Anholt (2002) reiterates this limitation by recognizing that out 
of the 766 major place marketing publications published in the last fifty years, only a handful 
include any real case histories. Nevertheless, the location marketing literature offers some 
useful insights when approaching the integration of differing perspectives on FDI location 
decisions. Location marketing research investigates the significance of location marketing 
with regard to regional or city levels (see: Caldwell & Freire, 2004; Hankinson, 2003; 
MasterCard, 2008). Through recognizing the contributions of historical, social, political, 
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cultural and economic context to place image, the current locational marketing literature 
provides an ample starting point for this thesis.  
 
Indexes of Location Attraction  
 
From renewed interest in locational marketing and the importance of place, also came the 
development of a number of indexes of location attraction. In theory, the concept of a 
standardized measure from which to assess how attractive cities and countries were for 
specific purposes from investment to tourism would resolve many of the issues raised by the 
location marketing literature surrounding how to best communicate the brand of a place. Four 
examples that represent some of the range offered by practitioners and academics developing 
indexes of location attraction include the FutureBrand Country Brand Index (2011), the 
Anholt-GfK Roper City Brands Index (2011), Porter’s Global Competitiveness Index (2008) 
and MasterCard’s Cities of Global Commerce Index (2008). The first two indexes, 
Futurebrand Country Brand (2011) and the Anholt-GfK Roper City Brands Index (2011), 
target the tourism market through a broad evaluation of political-economic and socio-cultural 
characteristics of nations. The second two indexes, Porter’s Global Competitiveness Index 
(2008) and MasterCard’s Index of Cities and Global Commerce (2008), demonstrate a more 
commercial purpose, centering upon business-to-business marketing. These classifications are 
also applicable to other measures of location attraction (see: Mercer, 2011; PWC, 2011). Key 
characteristics of indexes of location attraction discussed in this section and their 
contributions to understandings of indicators of location attraction are summarized in Table 
2.3. 
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Table 2.3 - Indexes of Location Attraction 
 Porter GCI Futurebrand Anholt-GfK 
Roper City 
Brands Index 
MasterCard 
Indicators of 
Attraction 
- Institutions 
- Infrastructure 
- Macroeconomic 
stability  
- Health and 
primary education 
- Higher education 
and training 
- Goods market 
efficiency 
- Labor market 
efficiency 
- Financial market 
sophistication 
- Technological 
readiness 
- Market size 
 
Wants Oriented 
- Attractions 
- Authenticity 
- Culture 
- Ethos 
 
Needs Oriented 
- Geography 
- Infrastructure 
- Governance 
- Economy 
 
- Presence 
- Place 
- Potential 
- Pulse 
- Prerequisities 
- People 
- Legal and political 
framework 
- Economic stability 
- Ease of doing 
business 
- Financial flows 
- Business center 
advantages 
- Knowledge 
creation and 
information flow 
Methodology 
 
Case studies and 
analysis of secondary 
data 
Ad hoc 
qualitative and 
quantitative 
research 
Ad hoc 
qualitative and 
quantitative 
research 
 
Ad hoc qualitative 
and quantitative 
research 
Theoretical 
Foundations 
External (Industrial 
Organization, 
Institutional) 
External and 
Individual 
(Tourism, 
Branding, 
Economic 
Geography) 
External and 
Individual 
(Tourism, 
Economic 
Geography) 
External and Internal 
(Economic 
geography, Industrial 
Organization, RBV, 
Institutional) 
 
Limitations National focus 
 
Methodological 
limitations 
 
National focus 
 
Tourism focus 
 
Methodological 
limitations 
 
Not explicitly 
linked to any 
theoretical 
framework 
No individual 
considerations 
 
Tourism focus 
 
National focus  
 
Not explicitly 
linked to any 
theoretical 
framework 
No individual 
considerations (esp. 
branding) 
 
Not explicitly linked 
to any theoretical 
framework  
 
 
Each of these indexes employs varying levels of rigor in their methodologies, with the 
MasterCard Index of Cities and Global Commerce exhibiting the most comprehensive 
approaches of the selection (2008). In the MasterCard index, the results of large-scale surveys 
are statistically analyzed in order to produce different weightings that emphasize the relative 
importance of indicators of attractiveness for the investment decision. Although the indicators 
themselves have no clear link to established research or theory, this concept of weightings is 
important in highlighting the complexities involved in assessing a location for investment. 
While a multitude of factors may be considered for investment, they vary significantly in 
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importance. Despite its focus on tourism, the Futurebrand index also makes a noteworthy 
contribution to understandings of the FDI location decision (2011). In addition to considering 
influences on the location decision that are external to the firm, Futurebrand considers the role 
of individuals in the decision by differentiating between wants and needs-oriented indicators 
of attraction (2011).  
 
Yet the primary contribution of indexes of location attraction to the understanding of location 
decisions more broadly, as highlighted by the four discussed herein, is their identification of 
the multitude of different aspects of a location that may be considered in location choice. By 
viewing the location decision from the perspective of the investing manager rather than the 
firm or the industry or system, these indexes reveal how a location decision results from an 
assessment of a system of interrelated factors, rather than one or two key influences. 
Additionally, the lists of indicators of location attraction provide a strong starting point for 
understandings of what location-based factors drive investment. However, due to their varied 
and predominantly poor methodological and theoretical rigor, these indexes provide only a 
starting point for research on FDI location decisions, rather than a total framework for 
analysis.  
 
2.5.6 Individual Consideration Conclusions 
 
The decision-making literature and related work around branding, location marketing and 
indexes of location attraction highlight key components of the FDI location decision that are, 
for the most part, disregarded in mainstream theories of MNE behavior. The focus on factors 
that are individual to the decision maker and decision-making group draws together ideas 
from a range of backgrounds to explore how managers and other decision makers interpret 
and bring together external and internal factors to reach a final location decision, and how 
location is perceived differently throughout this process. The literature is, however, highly 
varied and lacking in unifying framework. Decision-making literature provides in-depth 
explanations of processes and individual influences on processes, yet has not been applied in 
the context of MNE behavior in any great depth. Work on branding, location marketing and 
indexes incorporates variables from multiple levels of analysis but is lacking in 
methodological rigor and application to business decisions. Furthermore, although 
recognizing the importance of interplay between external, internal and individual factors, no 
research examines these interrelationships in any depth, or how these relationships impact the 
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actual content of decisions to result in final location choice. Thus, further work is required in 
order to provide a comprehensive examination of the FDI location process. Key 
characteristics of extant theories discussed in this section and their contributions to 
understandings of individual considerations in the FDI location decision are summarized in 
Table 2.4. 
 
Table 2.4 - Individual Considerations in the FDI Location Decision 
THEORETICAL 
GROUPING 
PERSPECTIVE INFLUENCES ON DECISIONS DATA SOURCE 
Decision-Making 
Theory 
- FDI location 
choice guided 
by the 
subjective 
interpretations 
of external and 
firm 
environments 
by managers. 
 
- Decision-maker demographics 
- Decision-maker expectations, beliefs, 
attitudes 
- Simplification processes 
- Behavioral processes 
- Bounded rationality 
- Imagery and propositional 
representations 
- Surveys 
- Interviews 
- Case study 
- Statistical analysis 
- Comparative 
analysis 
- Cognitive mapping 
Branding 
 
- FDI location 
choice guided 
by manager 
perceptions, 
attitudes and 
beliefs . 
- Decision maker perceptions, attitudes 
and beliefs 
- Location image, awareness and value 
 
- Surveys  
- Interviews 
- Case study 
- Statistical analysis 
- Comparative 
analysis 
- Focus groups 
-  
Location 
Marketing 
- FDI location 
choice guided 
by manager 
perceptions, 
attitudes and 
beliefs . 
- Choice processes 
- Image and imagery representations 
- Place identity 
- Credibility/Propositional representations 
- Brand awareness, image, associations, 
strength and value 
- Functionality and representationality 
needs 
 
- Surveys 
- Interviews 
- Case study 
- Statistical analysis 
- Comparative 
analysis 
- Cognitive mapping 
- Experimental 
approaches 
 
Indexes of 
Location 
Attraction 
- FDI location 
choice guided 
by the 
attractiveness of 
one location 
over another 
Characteristics of a location: 
- Legal and political framework 
- Economic stability 
- Ease of doing business 
- Financial flows 
- Business center advantages 
- Knowledge creation and information flow 
 
- Surveys 
- Interviews 
- Focus groups 
- Ad hoc methods 
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2.5.7 Bringing Together the FDI Location Decision 
 
The FDI Location Decision and Context 
 
The importance of context in the FDI location decision has been highlighted by the review of 
external, internal and individual level considerations in the FDI location decision in Sections 
2.3 to 2.5. Each grouping represents different elements of FDI location decision context at 
different levels of analysis. However, little research has been done on how these different 
elements of decision context interact in order to result in final location choice (see: Aharoni, 
1966; Buckley et al. 2007; Mudambi, 1995; Mudambi & Navarra, 2003). In recent years there 
has been a small body of work that has recognized the importance of examining FDI location 
choice within the context under which it is made. Uniting economic geography and network 
theory, Brulhart (1998) and Wheeler and Mody (1992) note that “empirical work clearly 
shows place for all paradigms depending on sector at hand” (57). Within marketing, Lantz 
and Loeb (1996) note that the level of information a company holds moderates the influence 
of other factors of attraction such as cultural distance, and Caldwell and Freire (2004) note 
that the spatial scale will influence which values are appealed to for attraction. Other elements 
of context that are scattered throughout the literature as potentially significant in influencing 
FDI location decisions include: level of development within a country (Bilkey & Nes, 1982; 
Mudambi, 1999; Wheeler & Mody, 1992); firm experience (see: Davidson, 1980; Autio, 
Sapienza & Almeida, 2000); the type of firm internationalizing (Zaheer & Nachum, 2011; 
Oviatt & McDougall, 1994; Slevin & Covin, 1997); timing (Chetty & Blankenburg Holm, 
2000; Peng, 2006), and modes of entry (Peng, 2006; Herrmann & Datta, 2002). However, 
these discussions are often limited, and examine the influence of the focus variable in 
isolation from other potentially important elements of context.  
 
The FDI Location Decision Process 
 
Another aspect of the FDI location decision that has received relatively little attention in the 
literature is the processes that lead to the final location choice (Mudambi & Navarra, 2003; 
Buckley et al., 2007). Recently, noteworthy work has been undertaken in the areas of 
internationalization and entrepreneurship that recognize the importance of processes of 
change in behavior over time (see: Jones & Coviello, 2002; Jones & Khanna, 2006; Zahra, 
2005). However, beyond these discussions few researchers have considered the events and 
processes that lead to FDI location choice, choosing instead to focus on the firm and final 
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location choice rather than the actual decision or opportunity that lead to that decision 
(Chandra et al., 2012). 
 
Findings from work founded across a range of perspectives acknowledge that FDI is not a 
point-of-time decision but a gradual process that yields important changes over its duration 
(see: Aharoni, 1966; Buckley et al., 2007; Mudambi, 1995; Mudambi & Navarra, 2003). 
Nonetheless, no major work has attempted to examine the details of this process in any depth. 
Buckley et al. (2007) attribute this lack of progress to the inability to find a level of analysis 
or approach that allows for an examination of overlapping areas in research from different 
levels of analysis. In order to overcome these issues, there have subsequently been increasing 
calls for the development of an interdisciplinary approach to FDI location decisions that 
incorporates multiple levels of analysis (Dunning, 2009; Buckley et al., 2007; Rahman, 2003). 
As is the case with other strategic decisions, FDI location decisions are contingent upon 
factors at the level of the external environment, the level of the firm and the level of the 
decision maker. By examining the influence of variables at just one level of analysis, 
researchers are neglecting other key components of the decision. Furthermore, issues of FDI 
location decisions are complicated enough that broad general hypotheses - such as that taxes 
generally discourage FDI - simply should not be expected once one takes a closer look 
(Blonigen, 2005). In order to provide a theoretical framework from which to begin to address 
the research questions of this thesis, it is therefore necessary to supplement findings from FDI 
theory with understandings of strategic decision-making and empirical research. 
 
2.6 A Contingency Model of FDI Location Decisions 
 
Contingency models of decision making are based on the assumption that strategy selection is 
contingent upon both the characteristics of the decision task and the characteristics of the 
decision maker (Beach & Mitchell, 1978: 3). Contingency models examine decisions as they 
are, rather than how they should be, and therefore provide more meaningful analysis of why 
different strategies are adopted under different contexts than normative theories (Payne, 
1973). Because contingency models consider influences on the decision at different levels of 
the analysis, as well as the decision process itself, they are well suited to the complexity of the 
FDI location decision process. In management research and the field of organizational 
behavior empirical support for contingency models of decision making has been impressive 
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(Baird & Thomas, 1985; Beach & Mitchell, 1978; Jones & Coviello, 2002; Vroom & Yetton, 
1973). 
 
In order to propose a contingency model of FDI location decisions one must look beyond the 
variables involved in the decision to see the decision-making process in its entirety. Section 
2.4 explored decision-making theory from the perspective of identifying potential factors that 
may influence the FDI location decision and outcomes. This section will explore decision-
making theory from the perspective of understanding the decision-making process itself, and 
how context interacts with the process.  
 
2.6.1 Decision-Making Theory 
 
A key discussion in decision theory - and one of critical importance to our discussion of FDI 
location decisions - centers upon processes of decision making, typically employing phases or 
stages in analysis. The first general theory of stages in the decision process was put forward 
by the French philosopher Condorcet for the purpose of developing the French constitution 
during 1793 (Hansson, 2005). Condorcet divided decision making into three stages; the first, a 
personal discussion of principles serving as the basis for the decision; the second involving 
clarification of the question and the development of a set of manageable alternatives; and the 
final involving the actual choice itself (Hansson, 2005). The actual starting point of modern 
decision-making dialogue is generally taken from John Dewey (1910), who expanded 
Condorcet’s three stages into five: (i) a felt difficulty (ii) definition of the character of that 
difficulty (iii) suggestion of possible solutions (iv) evaluation of the suggestion (v) further 
observation and experiment leading to acceptance or rejection. March and Simon (1958) 
brought these five states into the organizational context by simplifying them into the 
processes of intelligence, design and choice. The final influential subdivision - of which many 
different versions exist today - was developed by Brim et al. (1962). Brim et al. reintroduced 
the sequential five-phase model of (i) identification of problem (ii) obtaining necessary 
information (iii) production of possible solutions (iv) evaluation of each solution (v) selection 
of a strategy for performance (1962). Adding to this general model while refuting its 
sequential nature, Mintzberg, Raisinghani and Theoret (1976) proposed that the five stages 
could be grouped into broader phases of identification, development and selection; however, 
the relationship between these phases more closely resembled a circular rather than linear 
process, enabling decision makers to cycle between phases.  
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Prior to exploring the sequential or non-sequential nature of processes behind decision-
making, one must clarify the nature of the decision process under scrutiny. The primary 
division in decision theory is that which separates normative and descriptive theories; that is, 
theories exploring how decisions should be made, in the former; and how decisions are made 
in reality, described in the latter. The distinction between these categories is often blurred due 
to the difficulties in defining what equates to the rational behavior dictated by the ‘should’ in 
normative theories. For the purpose of this research, ‘rationality’ of a decision is defined 
according to the rational school of thought (Hollis & Neil, 1975). Rationality may therefore 
be defined according to the definition provided by Milton Friedman (1953), which notes that 
rational choice is the act of balancing costs against benefits to arrive at action that maximizes 
advantage. 
 
It should be noted that this research intends to build a descriptive rather than normative theory 
of FDI location decision making. Following from this are discussions regarding how 
assessments are made in decision making. In each decision, the decision-maker or decision-
making group attempts to obtain as optimal an outcome as possible according to some 
predefined value standard. Although the definition of value standards is a highly contentious 
and subjective issue, other more common expressions of value patterns include relational or 
comparative assessments, i.e., one alternative is better than the other; utilities, which attempt 
to minimize subjectivity by employing numerically represented values; and preferences, 
which are for the most part dependent on the individual and may be objective or subjective, 
rational or irrational. 
 
In addition to individual value patterns, extraneous factors may also play a critical role in 
shaping decision-making processes. In cases where uncertainty is high and outcomes and 
utilities are not known, the concept of expected utility is employed. The value of expected 
utility, however, evolves with the decision context. In cases of high risk, high uncertainty and 
minimal knowledge of outcomes, expected utility maximization is highly subjective and holds 
little transitive value (Hansson, 2005). One concept that has been developed to deal with these 
issues of how utility is defined is the concept of ‘subjective expected utility’ (Savage, 1954). 
‘Subjective expected utility’ is a theory of decision making under uncertainty where utility is 
based upon subjective probabilities, where the probabilities express the individual beliefs of 
the decision maker (Savage, 1954). As this is the case with the FDI location decision, 
preferences and utilities shall be examined in light of the specific decision-making context. 
 63 
Finally, any analysis of a decision must start with some form of demarcation of the decision – 
what the decision is about and what options are to be evaluated and chosen between. As FDI 
location decisions involve consideration of a myriad of factors at each level of analysis, it is 
problematic to determine the process’ specific set of alternatives and decision horizon.  
 
Internationalization and broader decision-making research have both provided support for the 
proposition that strategic decisions result from the interaction between processes of strategic 
decision making and the context in which the decision is made (Baird & Thomas, 1985; 
Beach & Mitchell, 1978). What is less clear, however, is the role that each grouping of 
influences plays in the decision and the relative importance of different contextual factors and 
decision-making processes. A wider body of work can be identified that attempts to address 
these issues separately. While some strategy researchers choose to focus on identifying key 
moderating variables without comparing their relative importance (Baird & Thomas 1985; 
Jones & Coviello, 2002), others argue clear hierarchies of influence (Kumar & Subramanium, 
1997). Papadakis et al. (1998), for example, contend that decision-specific characteristics, 
such as the timing of the decision and the size of the decisions, are most persuasive in 
determining decision-making processes and outcomes. Whittington (1988), on the other hand, 
maintains that due to its influence on all other variables in the decision, environmental 
structure rules as key. Finally, Beach and Mitchell (1978) prefer to view strategic decisions as 
primarily contingent upon characteristics of the task and decision maker. Clearly, and perhaps 
partly as a result of the vast array of decisions studied in strategic decision-making research, 
little agreement has been reached regarding this issue. 
 
The work of Shrivastava and Grant (1985) partially addresses this concern by recognizing that 
different variables interact at different stages of the decision-making process, and the relative 
impact of each variable in the decision will differ depending on which stage of the decision 
process is being examined. Yet few other researchers have further tested Shrivastava and 
Grant (1985) model to strengthen its validity, and no attempt is made to examine whether 
these stages and variables also differ according to decision context.  
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2.6.2 Internationalization Decision Theory 
 
Internationalization decision-making literature is traditionally classified as coming from one 
of three approaches; the stepwise approach, as typified by the Uppsala model (Johanson & 
Vahlne, 1977); the maximization approach, most well known through the work of Dunning 
(1981); and the conceptual framework approach, as adopted by Porter (1990). As briefly 
discussed in Section 2.3 and 2.4, these approaches are characterized by a focus on (i) 
experiential learning and incremental commitments leading to evolutionary development in 
foreign markets; (ii) profit maximization and efficient allocation of resources emphasizing 
effects of the market; and (iii) a more abstract utility maximization approach which 
incorporates the potential influence of extraneous factors (Ho & Lau, 2007). A further useful 
division of the literature entails consideration of the constraints on internationalization 
decisions; either those examining constraints relating to the firm chain, or ‘coupling frictions’; 
literature focusing upon opportunity cost constraints of the potential host country, or ‘country 
frictions’; or literature exploring the relational constraints upon the decision, or ‘coordination 
frictions’(Ho & Lau, 2007). As was demonstrated by the literature review in Sections 2.3, 2.4 
and 2.5, the majority of research examining internationalization location decisions falls neatly 
within one of the decision-making approaches and/or one of the constraints groupings. 
Literature that incorporates concepts from all of these approaches in order to build models of 
decision-making processes will be examined here to build a more holistic framework for 
analysis.  
 
Internationalization decision theory is however limited and has been criticized for lacking in 
agreement and organization (Aharoni, 2010). Buckley, Devinney and Louvierre (2007) 
attribute this disunity to the popular reliance of internationalization research upon secondary 
data. As the use of secondary data assumes that, firstly, the domain of possible options in each 
decision are the same and, secondly, these decisions are made by similarly boundedly rational 
managers, Buckley et al. maintain that transitivity is an almost impossible goal within the 
research base (2007). In addition to the methods employed for its study, the complexity of the 
phenomenon of internationalization itself also contributes to limitations in its study. Perhaps 
also attributable to the endless variety and complexity of the international decision context, 
only a small proportion of research surrounding the internationalization decision examines 
both the process of decision making and the variables involved within the decision. Within 
this minority research base, it is agreed that current models of internationalization decision 
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making are not realistic, yet what constitutes a realistic model is less clear (Jones & Coviello, 
2002; Hatonen, 2008; Buckley, Devinney & Louvierre, 2007).  
 
As within broader decision theory, what is agreed upon in this research base is the notion that 
internationalization decisions involve a decision-making process that is contingent upon the 
environment, the industry, organizational factors, the decision maker or decision-making 
group and decision-specific factors (Kumar & Subramaniam, 1997; Aharoni, 1966). 
Noteworthy research that explores the contingency relationships between these factors include 
Nachum & Wymbs (2002), who examine how locational advantage may vary for MNEs with 
different attributes; Hatonen (2008), who puts forth that non-location variables as more 
persuasive than location-based when influencing decision processes; and Kumar & 
Subramaniam (1997), who maintain that consideration sets differ most according to decision-
maker characteristics.  
 
Rahman (2003) adopts a different approach to contingency decision-making models, 
exploring instead how the influence of different variables are contingent upon the stage of the 
decision-making in question, mirroring the approach of Shervastava’s (1985) stage model 
mentioned previously. As was the case with Shervastava, however, this approach has not been 
adopted by other researchers and requires further analysis prior to its application to the 
research questions discussed in this thesis. Another important development in 
internationalization decision theory is the behavioral or systems perspective introduced by 
Aharoni in 1966 and discussed in Section 2.4. Jones and Coviello (2002) have extended this 
to argue that boundaries between variables within internationalization decisions are permeable 
and subject to a continuous input and output process, including feedback activity over time 
(Jones & Coviello, 2002). Internationalization is, thus, characterized as a process of behavior 
emerging from a firm’s unique response to internal and external influences as driven by 
decision makers over time.  
 
Yet, as no work is able to explicitly organize this process into either a clear decision-making 
model or a comprehensive taxonomy of variables, the broader strategic decision-making 
literature is drawn upon. With regard to the process of FDI location decision-making, the five-
stage model originally put forth by Brim et al. (1962) and developed by, among others, 
Kumar and Subramaniam (1997), is adopted in this thesis. Kumar and Subramaniam’s (1997) 
approach is best suited to the FDI location decision because their framework considers the 
impact of both decision context and decision process on the selection of strategies. 
 66 
Furthemore, Kumar and Subramaniam explore their five-staged contingency framework in the 
context of the mode of entry decision, a decision that shares many traits with the FDI location 
decision. The initial contingency model of the FDI location decision process is depicted in 
Figure 2.3. The influence of context on the decision process is for the moment summarized by 
the interrelated levels of external, internal and individual context. 
 
 
Figure 2.3 - Initial Contingency Model of the FDI Location Decision Process 
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2.7 Conclusions 
 
This chapter has reviewed the substantial body of literature that explores the multifaceted 
nature of FDI location decisions. The absence of a holistic framework from which to approach 
this literature was noted at the outset of this chapter, and the inconsistencies and limitations 
were highlighted as each body of work was reviewed. Within each of the external, internal 
and individual decision-making levels, significant contributions have been made which 
inform the FDI decision-making process. However, none of these streams of literature 
succeed in integrating multiple-level analysis of decisions and, thus, limit their practical 
applicability. From these theoretical shortcomings stem the paradox that appears inherent to 
the location decision-making literature. As theories become more holistic and integrate 
multiple perspectives towards location decision-making, they also tend to become less 
methodologically and theoretically rigorous. This is perhaps due to the complexity involved 
with attempting to unify the array of concerns regarding investment location decisions into a 
single framework. Nevertheless, this issue is of considerable concern for the international 
business research, and clearly requires further attention.    
 
Subsequently, the aim of this thesis is to fill these critical gaps by developing a contingency 
framework of the FDI location decision process. It is hoped that this framework will address a 
number of the methodological and theoretical issues that have arisen from level of analysis 
concerns by examining the FDI location decision directly at the level of the decision maker, 
and also provide a preliminary understanding of how decision context may influence decision 
processes and outcomes. The initial contingency model of the FDI location decision process 
depicted in Figure 3 integrates concepts from individual, internal and external perspectives, as 
well as strategic decision-making theory more broadly. The specifics of this model will be 
developed further in Chapters Three through Seven.      
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Chapter 3 - Exploratory Research 
 
The literature review (Chapter 2) identified decision-making variables and models that 
existing theory and research propose may be applicable to the FDI location decision. In this 
chapter exploratory research is reported that had the central aim of exploring the 
appropriateness and potential form of a contingency model of the FDI location decision. This 
exploration is based upon Beach and Mitchell’s (1978) four steps for developing a 
contingency model of decision-making. First, the specific behavior of interest must be 
identified; the behavior must vary across people and across tasks, thereby implying that the 
characteristics of each may influence it. Second, a taxonomy of the context must be developed 
using those aspects of context that account for variance in the behavior of interest. Third, 
characteristics of the context must be identified that account for variance in that behavior. 
Fourth, links must be devised to relate the task chracteristics and the personal characteristics 
to the behavior of interest.  
 
In line with these four steps, and the findings of the literature review (Chapter 2) the 
exploratory research had the following aims:  
 
1. Confirm the relevance of variables identified by the literature review, and 
ascertain new variables that may emerge and have not been made available 
through past work; 
2. Corroborate the three levels of interaction between factors external to the firm, 
factors internal to the firm, and factors individual to the decision maker;  
3. Support the proposition that FDI location decisions follow the same broad five-
stage decision-making process as other strategic decisions; and 
4. Verify the need for a contingency approach to investment location decision, and 
refine the constructs of variables and the theoretical framework required to 
integrate such approach into research propositions for phase two of the research. 
 
This section begins with the basic propositions that informed the study, and is followed by the 
research design. The basic propositions were derived from the research aims, in light of 
findings from the literature review. It then discusses the findings and concludes with a 
summary and implications for building a final research design in Chapter 4.  
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3.1 Basic Propositions 
 
Chapter 2 identified the widely recognized call for an interdisciplinary approach to FDI 
location decisions that incorporates multiple levels of analysis (Dunning, 2009; Buckley et al., 
2007; Rahman, 2003; Jones & Coviello, 2002). In exploring the possibility of such approach, 
a rudimentary contingency model of FDI location decisions was proposed, based on strategic 
decision-making models and an associated list of variables with the potential to influence the 
decision process. The basic propositions associated with this model and preliminary 
taxonomy of variables - as delineated in the literature by three levels of analysis, i.e. (a) 
external, (b) internal, and (c) individual - are summarized below and in Table 3.1. 
 
Proposition 1. 
Key variables influencing the FDI location decision include (see: Table 3.1). 
 
Table 3.1 – Key Variables That Influence the FDI Location Decision 
 
Level of Analysis Relating to… Key Source/Relevant Literature Example 
variable 
External to the Firm 
 
Global 
Environment 
Global economic 
climate 
Buckley et al. (2007); Dean & Sharfman 
(1996); Bevan et al., (2004) 
Global economic 
growth 
Industry 
Environment 
Stability Porter (1990); Dunning (1981, 
1998,2001); Peng (2006); Shepherd 
(1985); Buckley et al. (2007) 
Industry growth 
 
Competition Porter (1990); Dunning (1981, 
1998,2001); Peng (2006); Shepherd 
(1985); Buckley et al. (2007) 
Level of industry 
competition 
Location  Market  Porter (1990); Dunning (1981, 
1998,2001); Brulhart (1998); Peng 
(2006); Aharoni (1966); Buckley et al. 
(2007); MasterCard (2008); Porter GCI 
(2008) 
Domestic market 
size 
 
Industry Porter (1990); Dunning (1981, 
1998,2001); Peng (2006); Shepherd 
(1985); Buckley et al. (2007); 
MasterCard (2008); Porter GCI (2008) 
Level of 
domestic 
competition 
Resources Held (1996); Porter (1990)’ Fujita & 
Thisse (2002) ; Greenhut (1995); 
Dunning (1981, 1998,2001); Peng 
(2006); Buckley et al. (2007); 
MasterCard (2008); Porter GCI (2008) 
Abundance of 
natural resources 
Institutions and 
Regulations 
Kotler & Gertner (1993); Bevan at al., 
(2004); Buckley et al. (2007); Mudambi 
(1999); MasterCard (2008); Porter GCI 
(2008); 
Level of taxation  
Infrastructure Coeurderoy (2008); Hankinson (2003); 
Mudambi (1995); Peng (2006); Buckley 
et al. (2007); MasterCard (2008); Porter 
GCI (2008); 
Ease of 
transport/ 
airports 
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Lifestyle Trueman et al., (2004); O’Shaughnessy 
& O’Shaughnessy (2000); Caldwell 
(2004); MasterCard (2008); Porter GCI 
(2008) 
Health and safety  
Knowledge and 
Information 
Dunning (1981, 1998, 2001); Peng 
(2006); Buckley et al. (2007); 
MasterCard (2008); Porter GCI (2008). 
Technological 
readiness 
Internal to the Firm 
 
Firm-Based Size  Buckley et al. (2007); Chetty & 
Blankenburg Holm (2000) 
Number of 
employees 
 
Networks Gulati et al., (2000); Rauch (2001); 
Dunning (2001) 
Overseas 
networks 
 
Experience Coeurderoy & Murray (2008); Baird & 
Thomas (1985) ; Oviatt & McDougall 
(1994); Dunning (2001) 
Number of 
overseas 
subsidiaries  
Resources Autio et al., (2000); Chetty & 
Blankenburg Holm (2000); Mody & 
Wheeler (1992) 
Resource 
alignment 
Nature of 
business 
Autio et al., (2000); Brulhart (1998); 
Buckley & Ghauri (1999); Baird & 
Thomas (1985); Chetty & Blankenburg 
Holm (2000) 
Industry type: 
financial services 
vs. 
manufacturing 
Nature of 
investment  
Dunning (1998; 2001; 2009); Beach & 
Mitchell (1978); Kumar & Subramaniam 
(1997)  
Purpose: market-
seeking vs. 
resource-seeking 
Individual to the Decision-Maker/Decision-Making Group  
 
 Networks and 
Experience 
Hermann & Datta (2002) Beach & 
Mitchell (1978); Aharoni (1966); Hymer 
(1960); Papadakis et al. (1998); Reid 
(1981). 
High vs. low 
level of foreign 
interaction/ 
history of 
interaction 
 Personal 
characteristics  
Hermann & Datta (2002); Beach & 
Mitchell (1978); Aharoni (1966); 
Papadakis, et al. (1998); Reid (1981). 
Risk taking vs. 
risk adverse 
 
 
Proposition 2. 
FDI location decisions follow the same broad five-stage decision-making process as other 
strategic decisions. However, due to the highly complex and varied nature of the FDI 
decision, processes involved within each stage of decision-making differ from other such 
decisions.  
 
Proposition 3.  
How variables interact at each stage of the decision process differs significantly according 
to the context under which the decision is made: the nature of the external operating 
environment, firm context, decision-maker(s) context.  
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3.2 Methodology 
3.2.1 Research Design 
 
The in-depth qualitative approach to research was selected due to its unique capacity to 
uncover inferences about more subjective and implicit aspects of general behavior from 
immersion in the facts of specific cases (Yin, 2003). Because exploratory research endeavors 
to capture the dynamics of the complex phenomenon of investment location decision making 
and build a corresponding theoretical framework, other more objective or conventional 
methods would have been inappropriate (Strauss & Corbin, 1998). To further maximize the 
value of the research, both the exploratory case study and in-depth key informant interview 
strategies were employed. According to the research propositions above, the primary unit of 
analysis in both strategies was the firm - in the case of this research, the multinational firm - 
and the primary phenomenon of interest was the FDI location decision. 
 
The multiple case study strategy was employed to explore the three research propositions by 
tracing specific FDI location decisions under different contexts. Apart from providing the 
necessary variance in external, internal and individual contexts of the decision, the use of 
multiple cases strengthened the theoretical generalizability of the exploratory research by 
replicating results under multiple conditions, thereby increasing confidence in the robustness 
of the theory (Yin, 2003). In order to ensure that the key research phenomenon, FDI location 
decisions, was being explored in a consistent manner, focus cases were firms where a specific 
FDI location opportunity had been discovered, evaluated and exploited, i.e., either in the final 
stages of a FDI decision or had a recent history of FDI. In addition, target respondents were 
required to have been involved with a FDI location decision within the last five years. These 
steps were taken to facilitate greater construct validity, reliability and reduce informants’ 
memory recall bias. 
 
To further strengthen the quality of the exploratory research, researchers have often advocated 
the use of multiple informants to increase the reliability and validity of informant reports 
(Eisenhardt, 1989; Kumar, Stern & Anderson, 1993; Yin, 2008). Failure to account for 
informant bias in organizational and interorganizational research may lower the degree of 
correspondence between informant reports and the organizational concepts they are intended 
to represent, thereby jeopardizing the validity of any substantive findings. The purpose of the 
key informant interviews was thus threefold: firstly, to provide a macro perspective of FDI 
location decisions, thereby assisting to fill any gaps left by the narrow firm-specific case 
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focus; secondly, to validate the accounts of case study participants when identifying variables 
involved with the FDI location decision and increase awareness of potential personal bias of 
decision makers themselves; and finally, to assist in constructing the best possible case study 
design for both the exploratory and primary research. The focus was on expert individuals 
with a depth of FDI location decision knowledge, for the most part stemming from primary 
roles in a number of such decisions. 
Case Studies and In-depth Interviews – Sample Population 
 
Exploratory case studies were conducted for a total of 24 multinational corporations, and key 
informant interviews were conducted with a total of 18 FDI experts. The population of 
interest included participant multinationals based in the USA or Australia, within the 
Financial Services and Creative Industries. As sampling logic in case selection has been 
widely deemed inappropriate for the multiple case study method, replication logic was 
employed to promote external validity when selecting the population of interest (Tellis, 1997; 
Yin, 2003, 2008). Established methods within case study research, as in other qualitative 
approaches, suggest external validity as being achieved through analytic rather than statistical 
generalization and, as a result, the quality of the exploratory case design was strengthened 
through strong theoretical foundations (Yin, 2008). The replication logic engaged by 
exploratory case selection fits its relevant theoretical criteria with dual resolution; firstly, by 
ensuring that all factors derived from the holistic framework proposed in Figure 3.1 were 
given equal consideration for the empirical analysis; and secondly, by best allowing for 
decision-making patterns and differences to surface under different contexts. Both theoretical 
and literal replication were, thus, employed in the choice of specific cases: the former used to 
facilitate divergence in decision-making processes across different contexts, as predicted by 
the literature; and the latter ensuring an acceptable level of methodological rigor through 
replication research design and analysis techniques. 
 
i. Focus Locations 
 
The choice of the USA and Australia acknowledges the goal of simultaneous theoretical and 
literal replication by widening the size of the potential sample population so to provide 
sufficient similarity and variation in the external, internal and individual conditions affecting 
location choice. Cross-cultural research has highlighted the many cultural similarities between 
American and Australian executives including shared key cultural attributes of power 
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distance, individualism, uncertainty avoidance and masculinity (see: Hofstede, 2001). Whilst 
some research has argued that these dimensions do not account for the majority of variance in 
individual values across cultures, it has also recognized that these differences are at the 
individual level rather than the national or cultural level (see: Gerhart & Fang, 2005).  Thus, 
the USA and Australia provide an effective and culturally comparable sample from which to 
best observe the impact of different elements of context. Additionally, both countries are 
recognized as developed OECD nations with a large number of parent country companies in 
the Fortune 500’s list of the world’s largest multinational corporations. From the standpoint of 
literal replication, the two focus sites thus provide sufficient basis to select ‘most-similar’ 
cases from which to compare results of replicated research strategy. On the other hand, the 
use of the two-country sample provides a larger pool of potential firms for the study and, 
partly as a result, a greater variation in case context than a single-country sample. Expected 
similarities and disparities in potential case context criteria were, therefore, more easily 
sampled for in case selection, fulfilling the needs of theoretical replication.  
 
The unique requirements of research in decision-making further reinforce the suitability of the 
USA and Australia as populations of interest. As noted in Chapter 2, a contingency model 
must begin with the individual decision maker to best examine all interaction effects between 
levels of analysis. This exploratory study aims to identify culture-free universal dimensions of 
location decision-making, in order to most objectively construct a theoretical framework of 
FDI location decisions for later development. This may appear to underplay the role of 
individual influence on location decisions; however, in studying the effects of culture on 
location decisions, it has been widely recognized that country of origin is important only with 
regard to comparative perceptual processes such as cultural distance and ethnocentric 
tendencies (Yoo & Donthu, 2001; Bilkey & Nes, 1982). The advantage of examining 
decision-making processes of individuals of shared collective culture is that the effects of 
differences in individual values are more easily perceived (Hofstede, 2001). The use of 
maximum variation sampling was not applicable to the study for this reason (Reid, 1981). 
 
ii. Focus Industries 
 
The focal industries were selected with the same objective of maximizing capacity for 
analysis of interactions between the individual, the firm and the environment. As proposed by 
the conceptual framework outlined in Chapter 2, it was expected that the specific processes 
behind FDI location decisions, including - but not limited to - assessments of potential host 
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locations, were to be dependent on the external, firm and decision-maker context of the 
decision. The two-industry sample provided the first step towards identifying specifics of 
these contingency effects, in particular those dictated by firm industry, a factor highlighted as 
of particular significance in the literature (see: Chetty & Blankenburg Holm, 2000; Autio et 
al., 2000; Buckley & Ghauri, 1999). As all industries could not be examined within the 
resource constraints of the study, the two sample industries were selected so as to provide 
sufficient similarities and differences for meaningful analysis.  
 
With regard to shared characteristics, financial services and creative industries were chosen 
because of their mutual emphasis on knowledge-based and intangible assets. This particular 
firm trait was selected in order to prevent potential skewing of analysis through opposing 
motivations for internationalization, such as that which would have been evident if compared 
with the factor-endowment focus of natural resource-focused industries. Equally, contrasts 
between firm contexts were provided by stark differences in operating environment and 
mechanisms for profit generation. It is these differences that are expected to yield different 
assessments of locations and/or decision-making processes.  
 
It is understood that the exploratory framework of FDI location decisions built by the study 
will be specific to Australian and American business, within the selected industries. Yet, 
research design and methods will result in a framework broad enough for further research in 
other sectors. These are listed in the sections below. 
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35 firms and 25 expert panelists were contacted to obtain 24 case studies and 18 expert 
respondents, following a two-stage screening process (Yin, 2003). Dun & Bradstreet Global 
Companies List, contact lists of firms from the New South Wales Department of State and 
Regional Development, the Sydney Chamber of Commerce, the Australia-America 
Association, and the Australian Trade Commission were used to identify a set of firms and 
experts suitable for the study. First, study partner organizations – such as the New South 
Wales Department of State and Regional Development – assisted in the recruitment process 
and were briefed in previously specified screening procedures. For candidates who qualified 
and agreed to participate, the researcher conducted a second screening by phone and spoke to 
the person to be interviewed.  
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The resulting firms and expert panelists were drawn from public and private sector firms of 
varying size, within the specified sample population. As the purpose of this exploratory 
research stage was to conduct data until reaching a point of saturation within each sample 
grouping, recruitment stopped at these sample numbers – as advised by standard practice and 
external research advisors - for the purpose of time efficiency. Interviews were conducted 
with an equal number of respondents from both groupings until data collected reached a point 
of saturation with each grouping at 24 case studies and 18 expert panelists. Although 
guidelines for determining nonprobabilistic sample sizes and saturation points for theoretical 
samples are virtually nonexistent, the number of cases and interviews in the exploratory 
research satisfies the saturation criteria outlined by Guest, Bruce and Johnson (2006). This 
includes exceeding the ideal saturated sample size estimation of 12 cases, and meeting the 
definition of theoretical saturation as occurring when all the main variations of the 
phenomenon have been identified and incorporated into the emerging theory (Guest, et al., 
2006). An equal number of case studies and expert respondents were interviewed within each 
country sample to maximize consistency. 
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In both case study and key informant research, interview respondents were executive level 
managers with a key role and depth of knowledge regarding a recent FDI location decision. 
Depending on the availability and willingness of other potentially valuable participants, other 
functional directors and managers also participated. Examples of participants from the case 
studies include: Partners, Global Strategy Executives and Regional Managing Directors. 
Examples of participants from the expert panel include: Chief Executives of private and 
public advisory agencies and Partners of multinational consultancy groups. Respondents came 
from a range of cities in both the USA and Australia, with Sydney and New York as the 
primary case comparison, due to their well-documented (see: NYCEDC, 2008; Daly & 
Pritchard, 2000) reputation as the financial capitals of each nation, and also with strong 
creative industries.  
 
Although a specific population of interest was identified for the exploratory research in the 
aim of recruiting interview respondents within the appropriate industry, authority position and 
country, no further allowances were made for firm or decision-maker characteristics in 
participant selection. In order to best explore interactions between the heterogeneous nature of 
firms and the influence of their relative histories, these issues were addressed by asking the 
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respondents to detail key firm and individual histories. In a similar manner, in order not to 
limit the results of research to investments within the Australia – USA economic relationship, 
participants were not required to have a history or intention to participate in investments 
between the two nations, and consideration sets outlined in interviews often did not consider 
either of the two focus countries. Characteristics of sample organizations may be found in 
Table 3.2. 
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Table 3.2 Characteristics of Sample Organizations 
 
FINANCIAL 
SERVICES 
Case Studies 
Location of 
Respondent 
Code  Size  Main Products Private or 
Public 
Country of 
Origin 
Australia FCM Large Banking Private Australia 
Australia FCO Large Banking and Financial 
Services 
Private USA 
Australia FCC Large  Banking  Private USA 
USA FCJ Large Financial Services Private USA 
USA FCD Medium Financial Services Private USA 
USA FCB Medium Wealth Management Private USA 
USA FCP Medium Private Equity Services Private Switzerland 
AUS FCM Medium Wealth Management Private Australia 
USA FCH Small Chinese Fund 
Management 
Private China 
USA FCM Small Bankruptcy Management Private USA 
Australia FCL Small Investment Management Private UK 
Australia FCS Small Investor Relations Private Australia 
Experts Australia FEU Large Commercial Advisors Private Australia 
USA FEA Small Commercial Advisors Private USA/Australia 
USA FED Large Commercial Advisors Public USA 
Australia FEI Medium Commercial Advisors/ 
Commercial Association 
Private Australia 
Australia FEP Large Consultancy Private USA 
USA FEB Medium Consultancy Private USA 
USA FEF Small Legal Consultancy Private USA 
Australia FEC Small Commercial Advisors Public Australia 
Australia FES Medium Commercial Advisors Public Australia 
CREATIVE 
INDUSTRIES 
Decision 
Makers 
Australia CCF Large Movie Production and 
Distribution 
Private USA 
USA CCU Large Movie Production and 
Distribution 
Private USA 
USA CCN Large Television Production  Private USA 
USA CCS Large Music Production and 
Distribution 
Private Japan 
USA CCI Medium Movie Production and 
Distribution 
Private USA 
Australia CCW Medium Fashion Private UK 
Australia CCA Medium Digital Design and 
Animation 
Private Australia 
USA CCL Medium Movie Production and 
Distribution 
Private USA 
Australia CCO Small Visual Arts Private Australia 
Australia CCT Small Theater Private Australia 
USA CCR Small Music Publishing Private USA 
USA CCH Small Music Production Private USA 
Experts Australia CEU Large Commercial Advisors Public Australia 
USA CET Small Branding Specialists Private UK 
Australia CEF Medium Commercial Advisors Public Australia 
USA CEA Medium Commercial Advisors Private USA/Australia 
USA CED Large Commercial Advisors Public USA 
Australia CEC Small Commercial Advisors Public Australia 
Australia CES Medium Commercial Advisors Public Australia 
USA CEL Small Legal Consultancy Private USA 
USA CEK Large Consultancy Private UK 
Source: Based on case findings. 
 
       Key   
APPENDIX 1
Employees Turnover ($US 
million) 
Small 1-50 <12.9 
Medium 50-250 12.9 -64.6 
Large 250+ 64.6 < 
Source: Adapted from OECD (2005) 
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Case Studies and In-depth Interviews – Data Collection 
 
In developing the exploratory research data collection strategy, Yin’s (2008) three principles 
of, firstly, use of multiple sources of evidence; secondly, the creation of a case study database; 
and finally, the maintenance of a clear chain of evidence; were maintained. To address the 
first principle, and appropriately address validity through triangulation, research relied upon 
three data sources: (1) semi-structured interviews (2) questionnaire and (3) other secondary 
data sources, such as company reports (Patton, 2005). Data collected from these sources were 
stored within a case study database, and all other information relevant to research design, data 
collection and analysis was also stored within this database to satisfy the remaining two 
principles. Case study and interview protocols for the exploratory research were developed 
and reviewed in conjunction with the secondary researchers, and with constant reference to 
standard social science and international business research practice (Eisenhardt, 1989). 
Interview structure and questions were consistent across case and key informant interviews in 
order to promote clarity in data analysis.  
 
Interviews 
 
The core component of the interviews required the interviewee to, firstly, detail a recent FDI 
location decision they had made or intended to make or had significant knowledge of; 
secondly, describe the process which preceded this decision and the consequences of this 
decision; and finally, identify key factors which influenced their investment location 
decisions, including key indicators of location attraction. In order to verify the strength of 
answers to these questions, and place these answers within the project’s specific Australia – 
USA context, the second section of the interviews asked interviewees to outline what they 
believed Sydney’s greatest strengths and weaknesses to be with regard to attracting FDI. 
When agreed, each interview was taped. Detailed notes and impressions were recorded and 
completed within one day of the interview. This format was developed in conjunction with 
secondary case researchers and follows that which has been prescribed by previous 
researchers when exploring processes in qualitative decision-making research (see: Eisenhardt 
& Bourgeois, 1988; Shirvastava & Mitroff, 1984). 
 
In a similar manner to the one used in determining number of participant firms, interviews 
were conducted until a point of theoretical saturation was reached. As a number of writers 
note (Glaser & Strauss, 1967; Lincoln & Guba, 1985), this saturation point relates to the point 
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in a study at which the interviewer begins to hear the same information reported and they 
have not learnt anything new. From the early stages of interviewing onwards it became clear 
that a similar set of influences on the investment location decision was universally accepted. It 
was instead the relative significance of these factors that differed from individual to 
individual, and, in some cases, greatly between industries. Nonetheless, a broad interaction 
effect was corroborated, contingent upon firm characteristics and individual perceptions. It 
was when these, all the main variations of the phenomenon, had been identified and 
incorporated into the emerging theory that saturation was reached and interviews discontinued 
(Guest et al., 2006). 
3.2.2 Analysis 
When approaching analysis of data gathered in the exploratory research, it was of critical 
importance to focus efforts on the project’s research aims. The primary objectives of the 
research were to: 
 
1. Confirm the relevance of variables identified by the literature review, and ascertain 
new variables that may emerge and have not been made available through past work; 
2. Corroborate the three levels of interaction between factors external to the firm, factors 
internal to the firm, and factors individual to the decision maker;  
3. Support the proposition that FDI location decisions follow the same broad five-stage 
decision-making process as other strategic decisions; and 
4. Verify the need for a contingency approach to investment location decision, and refine 
the constructs of variables and the theoretical framework required to integrate such an 
approach into research propositions for phase two of the research. 
 
Eisenhardt (1989) suggests a four-step approach to analyzing multiple case study data, which 
was applied in the exploratory research. The first phase included in-depth analysis of the data, 
beginning with a familiarization with the data and building of preliminary theory through 
within-case analysis, and then engaging cross-case analysis using divergent techniques; the 
second revolved around shaping initial hypotheses from the data; the third phase, comparing 
these hypotheses with conflicting and similar literature, exploring any possible links; and the 
final phase consisted of closing data analysis, reaching theoretical saturation where the 
marginal improvement from effort expended in analysis was minimal (Eisenhardt, 1989). To 
ensure appropriate theoretical foundation, Eisenhardt (1989)’s four steps of analysis were 
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directed by the specific research questions of the study. Specifics of how analysis addressed 
the research questions are found below. 
 
Interpretation began with the first research question and a reflection upon variables within the 
FDI location decision. All key variables identified through the cases and interviews were 
individually noted, with particular emphasis on any additional variables that had not emerged 
through the literature review. Then, to address the second research question, these variables 
were grouped into levels of analysis and their interaction effects subsequently examined. 
Once a complete list of indicators/factors of location attraction was built, it was revised, 
summarized and grouped according to key past research, and the conceptual framework 
outlined in Figure 2.16. In response to the first aim of the exploratory research, the 
summarized list of core influences on location attraction for FDI may be found below in 
Figure 3.2.  
Subsequently, and again on a case-by-case basis, processes of FDI location decision making 
and decision-making stages were examined to explore the third research question, keeping in 
mind the variables identified in the first stage of reflection. After this, cross-case comparisons 
were made to corroborate conclusions from the within-case analyses and to address the final 
research question, the need for a contingency approach. As a further exploration of the 
contingency approach, variance in the importance of the variables of Figure 3.2 was examined 
across industry, country, size and other sample categories, as suggested as potentially 
important in the literature review (see: Aharoni, 1966; Brulhart, 1988; Buckley, Devinnery & 
Louviere, 2007; Chetty & Blankenburg Holm, 2000). To aid in this process, numbers of cases 
coded per indicator factor were recorded and then grouped accoridng to these categories. 
Finally, an additional level of analysis was required to explore the relationships between 
variables and differences in decision-making processes. Causal condition, context, intervening 
conditions, strategies and consequences were also coded and analyzed from a grounded theory 
perspective to complete the analysis for exploratory research. The results form this more in-
depth process of analysis were subsequently reviewed to construct the best possible 
methodology for Phase Two research: multiple in-depth case studies. 
 
Analysis followed a grounded theory logic, comparing information collected with the 
expected processes identified in the literature review in Chapter 2 (Strauss & Corbin, 1998). 
Grounded theory logic was used because of its suitability for the study of complex 
multifaceted phenomena, its accommodation of social issues, its appropriateness for socially 
constructed experiences, its imperative for emergence and its absence from the constraints of 
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a prior knowledge (Glaser & Strauss, 1967). For the most part the focus of the analysis was 
not interpretive, in the sense that it did not seek to understand the way the respondents 
interpreted events and outcomes so much as to develop a history of the key sequences of 
events leading up to the firm’s final location choice. This method of analysis may be 
characterized as a form of narrative event or sequence analysis (Creswell, 2007). A grounded 
theory perspective was also taken in coding interview data, initially replicating coding 
categories from existing literature and indexes, and then employing open coding based upon 
meticulous review and word frequency tests. The coding software ‘NVivo’ assisted in this 
task. A process of coding and relating, also known as conceptual ordering and pairing, was 
also used in this task (Creswell, 2007).  
 
3.3 Results 
3.3.1 Variables within the FDI Location Decision 
3.3.1.1 Confirmation of Existing Variables 
 
The cases confirmed the relevance of many of the variables identified by the literature review, 
and introduced several new variables that had not previously been made available through 
research. Within each location decision examined, respondents highlighted an assortment of 
influential variables at the external, internal and individual levels of analysis that 
corresponded to those discussed in literature review. This reinforces our assertion that a 
comprehensive examination of variables within the FDI location decision requires a synthesis 
of different perspectives, such as that derived from Hitt and Tyler’s (1991) work in Figure 
2.1. Key variables highlighted by the exploratory research were re-organized with reference to 
the literature to form more comprehensive groupings, sub-groupings and measures. These 
may be found in Table 3.3.    
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Table 3.3  - Variables Influencing the FDI Location Decision 
 
Level of Analysis 
APPENDIX 2  
Variable 
External to the Firm 
Global Global economic stability/growth 
APPENDIX 3  
Industry Industry stability/growth 
Location-Based  Livability 
Working Culture; Lifestyle; Public Infrastructure; Language 
Knowledge Creation and Information Flow 
Availability of Skilled Labor; Higher Education and Training; Labor Mobility 
and Flexibility; Timely Response; IT & Communications; Innovation 
Competitiveness 
Costs; Economic Sentiment; Exchange Rate; Domestic Market Access; 
Overseas Market Access 
 
Ease of Doing Business 
Regulatory Framework; Taxation System; Political Economic Stability and 
Freedom; Related and Supporting Industries; Incentives; System and Business 
Infrastructure. 
Internal to the Firm 
Firm-Based  
Organizational Fit 
 
Firm Industry Type 
 
Size of Firm 
 
Firm Networks (Domestic and Overseas) 
 
Organizational Culture 
Investment Task 
Based 
 
Mode of entry  
 
Purpose of investment 
 
Size of investment 
Individual to the Decision-Maker 
  
International exposure and networks 
 
Personal Characteristics  
Source: Based on case findings. 
 
 
The variables, for the most part, resemble those mentioned previously in Chapter 2. 
Exploratory responses did, however, add depth to analysis by clarifying the classification and 
organization of the variables. Respondents from both country and industry samples were able 
to clearly distinguish between global, industry and location-based variables within the 
external level of analysis, and firm and investment task based variables within the internal 
level of analysis in almost every case. When asked to identify the key variables within the 
decision process, the same description pattern was followed in all 42 cases. Respondents 
began with, firstly, broader global and industry-based influences; secondly, location-based 
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variables; thirdly, firm and decision-maker based influences; and finally, variables specific to 
the investment task. The exact details of variables and their relative importance varied greatly 
between industries and size of organization, however. These characteristics and patterns are 
well illustrated in comparisons between Case FCM, a small financial services company; FCJ, 
a large financial services company; CCF, a large creative industries company; and CCT, a 
small creative industries company: 
 
Well, obviously it is the long-term company strategy which is the primary 
driver behind the overseas expansion of the firm, then it is the direction of 
this strategy which must adapt slightly to meet the evolving global and 
industry operating climate, changing attraction of locations and 
opportunities which arise for one reason or another. 
(FCJ) 
 
As a small business our expansion is for the most part driven by 
opportunity exploitation. Obviously, we have an intended long-term 
strategy, but without the necessary resources to hedge against tougher 
times, our growth is largely dictated by the wider economic climate and 
any opportunity that may arise that matches the needs of our firm. 
(FCM) 
 
Our business is very much dependent on the film we are producing. There 
are two types of film- those which can be shot almost entirely in the studio, 
and thus location is less of an issue, and that which is [sic] constrained by 
the environment in which it must be shot – in the case of the studio 
production – such as our most recent production – cost and key decision-
making talent are the two biggest factors. Hugh Jackman wanted to make 
Wolverine in Sydney, and it was his decision that brought the movie to 
Sydney. Obviously there were all sorts of other reasons such as cost and 
availability of labor which made it possible, but they were also suited to 
many other locations so basically when the key creative requires it, 
demands it even, that’s the location. 
(CCF) 
 
We are a theatre, when we expand we must expand to locations where 
people love the theatre. We have a very clear company strategy and have 
been intending to expand to either London or New York for years. It just 
took the right financial environment and opportunity arising from various 
factors – networks, rent movements and exchange rates etc. – to get us 
there. 
(FCM)  
 
The cross-case analysis reveals similar variables across cases; however, within-case analyses 
demonstrate that the importance of these variables differs with decision context. This will be 
discussed further in Section 3.3.3.  
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A location’s (i) Livability, (ii) Knowledge Creation and Information Flow, (iii) 
Competitiveness and (iv) Ease of Doing Business will - for the most part - constitute its 
attractiveness for foreign direct investment. A large assortment of location-based variables 
was presented during the interviews. More importantly, participants summarized these 
variables in to the same subgroups across case contexts. For the purpose of facilitating better 
understanding between interviewer and interviewee, interviewees often grouped together 
several different measures of location attraction that they had mentioned with grouping 
descriptors such as ‘competitiveness.’ These descriptors had been used during their decision-
making processes and assessments, and were acknowledged as stemming from a mixture of 
the three following influences: external investment consultants; research on potential 
locations, whether using practitioner reports and indexes or network information; or 
developed by the corporation themselves. These key words were corroborated with the 
literature to create sub-groupings within the location variables heading to produce the 
livability, knowledge creation and information flow, competitiveness and ease of doing 
business categories. The importance of finding key groupings and sub-groupings of indicators 
of location attraction that reflect both theoretical validity and practical applicability was 
explained by the Chief Financial Officer of Case FEB, a respondent with many years of 
experience conducting financial analysis to inform MNE global expansion strategies. He 
explains: 
 
The majority of people who hold a position of authority within an 
investment location decision context will be aware of at least one of the 
multitude of indexes of attraction or measures of location attraction out 
there. They will be aware and probably employ at least one of the many 
ways one can quantifiable and objectively measure attraction of a 
location, but they also realise that there are many location-based 
variables that influence attraction that are not easily measured. This is 
why when examining location attraction one must look at the quantifiable 
score for a place’s attraction, but also how the location measures up on a 
more subjective level – through concepts such as reputation. 
(FEB) 
 
For example, the sub-grouping ‘competitiveness’ includes quantifiable measures such as 
exchange rate, domestic and overseas market access, and costs; but also the qualitative 
component of economic sentiment that is equally as important - measuring the general attitude 
of businesses towards the location, a measure often without a numerical value. 
 
Within each FDI location decision there are decision-maker based variables which shape the 
individual environment of the decision, and therefore influence the process and outcome of 
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the decision. A less predictable finding from the exploratory research was that, in each case, 
respondents were able to identify, without prompting, individual decision-maker influences 
on the decision process and outcome: 
 
My life has taught me that there’s a lot of things that are scientifically and 
intellectually true, economically true, industrially true, but then there is 
always the emotional angle and the emotional element and equally in my 
role in this and other jobs. 
(CCA) 
 
The large body of decision-making literature supports this outcome (see: Hermann& Datta, 
2002; Aharoni, 1966; Papadakis et al., 1998). However, the majority of processes outlined in 
the literature also focuses on unconscious cognitive processes, since decision makers are often 
unaware of the bias and heuristics shaping their decisions (see: Aharoni, 1966; Papadakis et 
al., 1998; Reid, 1981). In light of this body of literature it is worthy of note that decision 
makers may actually be aware of their role in shaping decision-making processes.  
 
Respondents were able to distinguish two variations on decision-maker level variables within 
the location decision: international exposure and networks; and personal characteristics. 
International exposure and networks, the most recognizable variable in the interviews, was a 
recurrent theme, particularly in small and creative firms: 
 
In a business sense we still have a very archaic view that has been 
promoted by tourism that everyone drinks and goes sailing and slaughters 
kangaroos or whatever – which seems silly but it is a current notion of 
people without experience of Australia and it does influence thinking about 
where our operations may be. 
(FCJ) 
 
 
It’s all about awareness, familiarity and associations.  
(CET) 
 
Personal characteristics, including anything from personal preferences to individual 
differences in decision-making or cognitive processes, were less ubiquitous in the interview 
responses, but still key in small and creative firms in particular: 
 
Or some director’s wife, you know, she might want an Asian nanny to look 
after their kids all the time…or there went $150 million worth of work 
because someone couldn’t bring their dog in… 
(CCS) 
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It depends on the functions, it depends on the individuals and whether they 
have to fly a lot. 
(FCS) 
 
3.3.1.2 Additional Variables Emerging From Research 
 
The investment task was introduced by the exploratory research as an additional level of 
analysis from which to explore variables within the FDI location decision. Although 
previously introduced in the literature through strands of research such as that which explores 
the effect of mode of entry (see: Kumar & Subramaniam, 1997); purpose of investment (see: 
Dunning, 2009); and size of investment (Beach & Mitchell, 1978) on the location decision, 
these works have not previously been systematically grouped to form the investment-task 
level of analysis. Even though respondents from each of the 42 cases noted investment-task 
variables as playing some role in the investment decision, the trend was most prevalent in 
larger organizations with greater potential for variation within their investment tasks. For 
example, many of the large financial services organizations had three variations on their FDI: 
to establish a subsidiary for back-office support; to establish a subsidiary for middle-office 
support; and to establish retail branches or trading desks. This is a clear simplification of the 
investment task options; however, in each case different organization processes inputted into 
the decision and different variables were evaluated to produce the final outcome. This is the 
same case as with the large film production and distribution corporations that looked for very 
different locations when attempting to establish a new distribution office, a production studio 
or location for filming a movie. Within this broader category of investment task based 
variables, the sub-categories of mode of entry, size of investment and purpose of investment 
were drawn from the literature to group case responses. 
 
The majority of variables attributed to these sub-categories such as dollars invested in the 
decision or wholly owned enterprise versus joint ventures have been discussed in the 
literature review previously. However, within the purpose of investment sub-category, an 
additional variable emerged which proved to be worthy of further investigation – that of the 
role of opportunity discovery. The role of chance versus opportunity recognition in 
investment decision-making or even decision-making literature more broadly is a hotly 
debated topic. At the forefront of opportunity recognition literature is the internationalization 
and entrepreneurship research that clearly distinguishes between two schools of thought 
regarding the preconditions for opportunities: search versus discovery. The search perspective 
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views opportunities as the result of purposeful, rational and systematic processes (see: 
Drucker, 1998; Herron & Sapienza, 1992).  The discovery perspective suggests that 
opportunities are unknown until discovered, although there are certain conditions which are 
conducive to discovery (see: Kirzner, 1997; Venkataraman, 1997). Without refining such 
concepts prior to collection, data from the research did not discriminate between search or 
discovery opportunities. Perhaps the most important distinction to be made has been 
highlighted by Chandra et al., (2012), who note that at the basis of all opportunity recognition 
research is the assumption that opportunity recognition must be distinguished from chance. 
Examples of both chance and opportunity recognition were found within the exploratory 
results. Beyond this, however, data from the research was inconclusive with regard to the role 
of opportunity, other than to note that a particular opportunity was present in approximately 
two-thirds of the cases and provided either substantial impetus for investment, or an increase 
in location attraction. Thus, the role of opportunity will be an important consideration for the 
phase two of the research. 
 
The final variable emerging from the exploratory research and not previously discussed is that 
of ‘preferential treatment.’ Although seemingly less persuasive in its effect as investment-task 
variables or opportunity, this variable appears particularly relevant within the creative 
industries. It was also examined to a lesser degree within financial services responses. The 
‘preferential treatment’ factor alludes to the ability of a location to accommodate to the 
specific needs of potential investors. Together with other indicators of location attraction that 
indicate a place’s desire to attract investment, such as incentives and tax breaks, this variable 
is important due to its potential to be manipulated or bettered by a host place. The 
‘preferential treatment’ materialized in two different ways during the exploratory research; 
firstly, within the larger business sense, as typified by the finance case FCL: 
 
Another unquantifiable factor is the rolling out the red carpet factor – 
the VIP treatment being treated as a senior and serious business 
opportunity, as with other industries. 
(FCL) 
 
Another example is the music publishing case CCR, where the director of the organization 
asked to meet with some creative industry specialists from the relevant government body to 
discuss strategies for establishing a new subsidiary, and instead was met with a number of 
senior level bureaucrats, none with creative backgrounds: 
 
 88 
There were a lot of people who sat in the meeting and said “I can do what 
you do” but they didn’t speak the same language – and when you are 
talking to a creative person, whether it be an ANR person or an artist or a 
writer, they can tell in seconds whether you speak the language or not. 
This is an important factor when deciding upon a location to invest in.  
(CCR) 
 
And secondly, within the specific creative context, as typified by the film production and 
distribution case CCN: 
 
It’s a sad reality but it’s true – VIP factor matters. It may seem silly that a 
film company won’t set-up in Sydney because the state government won’t 
allow them to park their stretch limos in the CBD, even if all other factors 
are weighing in their favor. But it’s true – particularly in the creative 
world where competition is so high for the big spends, and there are 
another 10 cities behind Sydney which will not only give parking to the 
limo but also provide a driver – why wouldn’t you go there? 
(CCN). 
3.3.2 Levels of Interaction within the FDI Location Decision 
 
The data corroborated the three levels of interaction between factors external to the firm, 
factors internal to the firm, and factors individual to the decision maker. As noted in the 
above section 3.3.1, the three levels of interaction were confirmed by strong and consistent 
reference across sample countries and industries (see also: Figure 3.2). In each case, decision-
makers reflected upon what they interpreted to be the opportunities or threats posed by market 
and other environmental factors on their firm. Respondents clearly articulated how the FDI 
location decision only resulted when decision-maker, firm and environmental contexts 
aligned. By doing so, they also highlighted the inextricable links between influencing factors 
at the level of the decision-maker, the level of the firm and the level of the external 
environment on FDI location decisions. This supports Buckey, Devinney and Louviere’s 
(2007) assertion that no location decision is completely dependent upon variables at only one 
level of analysis.  
 
Furthermore, the majority of interview participants outlined in detail the complex multiple-
level process involved in the FDI location decision. For example, when asked to describe the 
processes behind a recent FDI location decision to establish a subsidiary in Sydney, an 
American executive from financial services firm FCD was able to clearly distinguish between 
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the objective risk assessment of the location, and how the assessment actually translated in the 
context of the organization’s culture, strategy and decision-making preferences: 
 
So taking that premise and applying it to what I just said before, it is a caveat that 
you don’t need to worry about laziness and beach culture reputations anymore 
because there is something in the human condition that says you do… on top of an 
objective cost-benefit analysis we want some kind of physical branding to attach 
to a location that will communicate success. People love a sense of place just as 
much in finance as they do in tourism. 
(FEI) 
 
In a similar way, a creative executive from CCI emphasizes a separation between an objective 
assessment of a location that is physically distant and has many competitive advantages, and 
the actual, subjective assessment, which favors a closer location with higher costs: 
 
Even though technologically we shrank the Pacific in the early 1990s by coming 
up with real time interfaces where we could be talking with people in LA or 
anywhere in the world in real time and so therefore distance wasn’t a theoretical 
issue, it nonetheless remains an emotional issue because there is no substitute. 
(CCO) 
 
Definite patterns were distinguishable between case industry, size and the nature of the 
investment task, establishing different weightings on variables at each level of analysis. As a 
general trend, as firm size increased, less emphasis was placed on individual decision-maker 
factors, and creative industries were more likely to place more importance on decision makers 
than financial services. Within the external level of analysis, global and industry trends 
appeared to have the greatest impact on investment tasks that were relatively large as a 
proportion of overall firm size; and location-based factors were arguably more important to 
financial services firms. The internal or firm level of analysis appeared relatively consistent 
across firm size, industry and investment task type. These conclusions are, however, 
premature and will require further analysis in phase two research. 
 
In the same way, clear trends emerged in the role variables played at each stage of decision 
making within different firm contexts. As a general rule, the decision to expand overseas 
typically derives from firm strategy in both the financial services and creative industries 
firms. The actual stimuli which set the decision-making process in motion is where the two 
industries appear to diverge, with creative industries typically relying upon the push of 
individual decision makers, and financial firms usually looking to external operating 
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conditions – whether global, industry or location-based, or a combination of all three. The 
stage of decision-making where processes appear to diverge the most, however, is while 
alternative strategies are developed and evaluated. Variables at the external, internal and 
individual levels of analysis all played different roles at this stage of the decision, depending 
on firm size, industry and investment task. Finally, the final selection of the location brings 
the level of analysis back to that of the individual decision-maker or decision-making group, 
in most cases. Again, these relationships are only rudimentary and shall too be explored in 
phase two research.  
 
3.3.3 Strategic Decision-Making within the FDI Location Decision 
 
A similar five-stage decision-making process was confirmed through the exploratory 
research; however, strong differences in specific processes within each stage were noted 
between industries, firm size and other firm/decision-maker specific factors. Although not 
explicitly discussed in terms of decision-making stages, decision makers and expert panelists 
in each case were able to clearly distinguish a sequential pattern of several, separate 
organizational activities which lead to the end location decision. The observed characteristics 
of the FDI location decision-making process can be described in terms of five types of 
organizational activities, the opportunity recognition/problem familiarization activity, the 
evaluation of task activity, the solution building and alternative location strategies 
development activity, the data collection and information processing activity and the selection 
or decision outcome and implementation activity, portrayed in Figure 3.1. This follows the 
general assertions of strategic decision-making theory (see: Kumar & Subramaniam, 1997; 
Shrivastava & Grant, 1985), and we have borrowed from Kumar & Subramaniam’s (1997) 
method of decision-making process analysis in our analysis below.  
 
Figure 3.1 - The Observed Organizational Processes in the FDI Location Decision 
 
 
 
 
 
 
Source: An adaptation of Kumar and Subramaniam (1997) based on case findings. 
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The first organizational activity – typically referred to as problem recognition throughout the 
literature – involved the generalization of several separate and competing ‘problem-solution 
sets’; either as set out by long-term company growth strategy (see: FCO), medium or short-
term organizational needs (see: CCU), environmental constraints or opportunities (see: FCL) 
or the idea of a key decision maker (see: CCO). Importantly, considering that in many cases 
the impetus for a FDI location decision was not simply derived from company strategy or 
problem recognition - but instead a result of external prospects arising - it seems appropriate 
to refer to this stage as problem or opportunity recognition, rather than problem recognition. 
Each ‘consideration’ set contained one view of the problem or opportunity, and one primary 
solution. During this stage key people in the organization were initiated to the existence of the 
problem or opportunity and were given the chance to contribute thoughts on the situation until 
certain ‘conditions for action’ arose. The conditions for action included such things as the 
emergence of one dominant set, support for a set by a powerful decision maker, or reaching a 
‘deadline’ for action. These action conditions precipitated active solution development and 
constituted mechanisms by which these individual problem perceptions coalesced into a 
definitive organizational problem or opportunity. 
 
Once the organizational problem or opportunity was defined, the first stage of decision-
making ended with a broad statement of the FDI location task, and the decision-making focus 
then shifted to formal processes of decision-making, beginning with an evaluation of the task. 
The core components of the task were then outlined by senior decision makers and handed 
down to strategy specialists so to devise a list of requirements associated with the FDI 
location task. Once this list was compiled, it was then prioritized according to organizational 
need and a formal FDI location strategy plan was built to move to the next stage in the 
decision. 
 
Decision-making focus then shifted to the development of a solution. In most cases, as with 
the previous stage, solution generation was delegated to a specific group of people, usually 
comprised of individuals who had initially defined the consideration set and other technical, 
financial and organizational experts. Several solution alternatives or consideration sets that 
may or may not have been part of the original consideration set were now generated and 
evaluated with reference to the plan developed in the previous stage. The process of 
evaluation differed from case context to case context, but typically involved technical, 
financial and cost-benefit analyses and implementation planning. The process of evaluation 
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screened out some alternatives and left the decision makers with a set of ‘almost equally 
good’ alternatives. 
 
Once the set of ‘almost equally good’ alternatives was developed, it was then put to the 
decision-maker or decision-making group for them to evaluate in light of a range of different 
influences, dependent on case. Most often these influences consisted of organizational needs 
as constricted by external competitive influences and personal bias. Again, at this stage more 
information was often requested and another process of strategy building carried out. A 
noteworthy finding when examining this stage of decision-making within the case decisions 
was the importance of processes of comparison during final information processing and 
evaluation. Although objective cost-benefit analyses were for the most part used to develop 
consideration sets of potential locations in the previous stages, these were often all but 
disregarded in the final evaluation in favor of a comparative approach where decision makers 
chose one location over the other based on a subjective ‘better or worse off overall’ 
evaluation. This is important to note as it challenges the practical application of the many 
indexes and rankings of location attraction that may be found in practitioner literature (see: 
MasterCard, 2009; Anholt, 2011; Porter & Schwab, 2008).  
 
The final choice between the alternatives was typically made on the basic of political or 
interpersonal conditions or organizational constraints on resources, or constraints on internal 
procedures or environmental constraints. Once made, the solution was often ratified by a high 
level authority such as the chief executive office, the board of directors or a top management 
committee. This ratification was usually a token gesture for legitimizing the decision. It gave 
the executives authority to start implanting the solution by securing the necessary resources. 
In situations where top management did not sanction the solution, the decision proposal was 
withdrawn to lower levels for further analysis, review and refinement. 
 
In making FDI location decisions, the respondent cases followed different variations of the 
general process described above. Four key prototypical patterns in which the decision-making 
process varied are described in Section 3.3.4 when exploring the need for a contingency 
model of FDI location decision-making. 
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3.3.4 A Contingency Model FDI Location Decision-Making 
 
The findings of exploratory research confirmed the need for a contingency approach to 
investment location decisions and refined the constructs of variables and the theoretical 
framework required to integrate such approach into research propositions for phase two of 
the research. Preliminary findings outlined in Sections 3.3.1, 3.3.2, and 3.3 indicate that 
interactions between external, internal and individual levels of influence on the FDI location 
decisions can be confirmed, and are reflected through context-related patterns in firstly, 
decision-making processes; and secondly, variables involved within decision-making 
processes. In analysis, cases were categorized according to potential contingency variables 
that had previously surfaced in the literature – such as country of origin, mode of entry and 
size – to observe patterns. Variables that demonstrated particularly strong effects on decision-
making processes and variables included: 
 
(i) Industry type 
(ii) Firm size 
(iii) Purpose of investment task 
 
Clear trends emerged between cases from either the financial services or creative industries 
industry types. With regard to firm size, large size firms demonstrated similar decision-
making processes as other large size firms and small size firms demonstrated similar decision-
making processes as small size firms. However, insufficient information was gathered to 
group medium size firms appropriately, thus patterns within the middle sample were 
inconclusive. Finally, purpose of investment tasks exhibited clear trends in seeking to satisfy 
one of the four following strategies; to exploit an opportunity, follow company strategy, seek 
resources, seek markets or seek efficiency. As noted previously, however, the specifics of 
opportunity discovery raised in the cases were not detailed, therefore whether or not and how 
these goals may be grouped together cannot be inferred without further review. As a result, 
further ‘purpose-related’ trends were prevented from being drawn in the exploratory research. 
This indicated a key area for further exploration in the primary research. 
 
Decision-Making Processes 
 
As noted in Section 3.3.3 above, in making FDI location decisions the individual case 
organizations followed different variations of the general five-stage strategic decision-making 
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process, as contingent upon the key moderating variables of industry, size and purpose of 
investment. As clarity in definition of purpose of investment is yet to be established, we shall 
focus only on firm size and industry as key moderators from this point forward. As a result, 
four prototypical patterns in which the decision-making process varied in the sample 
organizations are identified below as ‘FDI location decision-making patterns’. These patterns 
are: 
 
(i) Large Financial Services Pattern (LFSP) 
(ii) Large Creative Industries Pattern (LCIP) 
(iii) Small Financial Services Pattern (SFSP) 
(iv) Small Creative Industries Pattern (SCIP) 
 
These patterns, as summarized in Table 3.3.4, vary on a number of important characteristics 
such as the problem familiarization activity, the solution development activity, the number, 
level and roles of decision makers, the types of analyses conducted, the role of the 
organizational processes involved and the environmental influences on the decision.    
 
The Large Financial Services Pattern is characterized by situations in which the 
predetermined company internationalization strategy, organization systems and official rules 
and regulations largely determined the FDI location decision. Multiple consideration sets 
were generated and officially documented during the second and third decision-making 
stages. These were combined to develop a consensual view of the problems facing the 
organization. Often external agents, such as consultants, lawyers, bankers, participated in and 
provided information necessary for stages three and four of the decision process. Solution 
development was guided by the existing operating procedures, with additional review to add 
innovative solutions. These procedures usually involved technical, financial and cost benefit 
analyses of each alternative, implementation planning and ratification of final location choice 
by top management.    
 
In the Small Financial Services Pattern firms used their long-range strategic plans as the 
guide for making the FDI location decision. These plans usually suggested a phased 
development of the overseas function. Evaluation of task and solution development were a 
part of the planning cycle usually performed by a strategy team. Needs of the organization 
were carefully assessed and thorough analyses of options were developed for the location 
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consideration sets. However, these sets were modified to accommodate changed 
organizational and environmental conditions.  
 
In organizations following the Small Creative Industries Pattern a single key manager, such 
as the founder or managing director, was primary decision making agent. The entire decision 
process revolved around their preferences and actions. Very small consideration sets of 
location were generated because the key manager’s problem perceptions were uncritically 
adopted by other members. A few people, usually subordinates, participated in solution 
development by providing technical and financial information solicited by the key manager. 
The main motivation of the decision makers was to increase reputation and revenue through 
exploiting different markets. They used personal intuitive, judgmental evaluation procedures 
and very few management systems to evaluate alternatives. The choice of final location was 
made by the key manager, who also bore full responsibility for its implementation.  
 
The fourth pattern, the Large Creative Industries Pattern, typically involved groups of 
decision makers forming coalitions around the FDI location issue. In these situations the 
different decision-making coalitions ‘managed’ the decision-making process in such a way 
that their group’s interests were protected and maximized. They jointly championed and 
promoted their group’s location strategy/consideration set as the only legitimate strategy. The 
strategy building and information processing activities proceeded at two levels. At one level a 
small group of insiders made the critical choices, whereas at the surface level these choices 
were rationalization to the organization through the use of cost-benefit analysis, rules, 
committee decisions and planning. Inter and intragroup conflicts were resolved through 
negotiations among the middle and top level managers or ‘creatives’ who were the primary 
decision makers. The role of individuals was pivotal in coalition formation and in the 
development of solutions. These individuals brought their critical expertise, knowledge and 
experiences to bear on the decision. 
 
The decision-making process followed by each organization was classified into the four 
patterns described above. The characteristics shown in Table 3.4 were used as the dimensions 
for rater judgment. Two rounds of independent rater judgment were undertaken to classify 
each organizational situation into an appropriate model.  
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Table 3.4 – Summary of Preliminary Contingency Models of FDI Location Decisions 
 
Characteristics Large Financial 
Services Pattern 
Small Financial 
Services Pattern 
Large Creative 
Industries Pattern 
Small Creative 
Industries Pattern 
 
Decision-making 
process 
Proliferation of 
consideration sets 
generated in different 
parts of the 
organization 
 
Consideration sets 
derived from 
company strategy and 
dictated by firm and 
external factors 
Consideration sets are 
devised and selected 
by vested interests. 
Restricted number of 
consideration sets 
   Stage 1-2 Procedures for 
disseminating and 
communicating 
consideration sets are 
well developed 
Task evaluation is 
almost non-existent. 
The company strategy 
is presumed to have 
incorporated the task 
evaluation activities. 
 
Multiple strategies are 
generated but only 
one championed by 
the vested interest 
group 
Apparent domination 
of one set from 
beginning 
   Stage 3-5 Solution development 
procedure is also 
predefined 
Solution development 
revolved around 
modification of plans 
to accommodate 
changed conditions. 
Solution development 
is influenced by 
individuals or vested 
interests 
Limited amount of 
participation in 
solution development. 
One key manager 
develops the location 
strategy with aid from 
their assistant 
 
Decision makers 
 
Number of people Several groups of 
people 
Single groups of 
people, usually 
Executive Board or 
strategy department 
 
A coalition of 
individuals or a single 
individual 
Usually one 
Hierarchical levels Middle and top 
management, several 
department or 
functional areas are 
involved 
 
Middle and top 
management, often 
consultants involved 
Top management and 
‘Creatives’ 
Top management 
Decision making 
 
Decision making To satisfy procedural 
rationality 
Fulfillment of plans To satisfy vested 
interests 
To improve efficiency 
Orientation/motivation Fulfilling 
organizational 
procedures 
Implementation is 
emphasized over 
decision making 
 
 
Decision-making 
process is manipulated 
to meet desired 
decisions. 
Results-oriented 
process 
Type of analysis Primarily objective – 
cost benefit analysis is 
emphasized 
Financial and 
technical analysis and 
implementation 
planning are 
emphasized. 
Bargaining and 
negotiation among 
members. Analysis 
done on what the 
organization will 
accept as legitimate. 
 
Judgmental or 
intuitive 
External influences on 
decision making 
Medium Strong Weak Medium 
Internal influences on 
decision making 
Strong Strong Strong Medium 
Individual influences 
on decision making 
Weak Medium Strong Strong 
Source: An adaptation of Shrivastava & Grant (1985) based on case findings 
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Decision-Making Variables 
 
The proposition that FDI location decisions are contingent upon contextual factors was 
reinforced by clear patterns within the prioritization of variables for industry type, firm size 
and purpose of investment samples. As noted in Section 3.3.1, when asked to detail which 
variables were involved within the FDI location decision, all of the 42 cases noted similar 
individual, internal and external factors. When asked to note which variables were particularly 
influential, however, substantial differences arose. In particular, location-based variables 
exhibited the greatest difference in assessment between case contexts, suggesting location 
attractiveness as contingent upon firm industry, size and purpose of investment, among other 
things. 
 
Results suggest the taxation system, political economic stability and freedom, system and 
infrastructure, lifestyle and IT, and communications and timely response are of similar value 
across the financial services and creative industries. On the other hand, regulatory framework, 
relating and supporting industries, domestic and overseas market access, and working culture 
indicate the most difference between industries. With regard to size, smaller firms generally 
placed greater emphasis on livability and competitiveness variables, whereas larger firms 
prioritized knowledge creation and competitiveness variables. When examining differences 
between respondents from Australia and the USA, no patterns in responses could be 
identified. As well as supporting the assertion that FDI location decisions are contingent upon 
certain variables, this potentially supports our sample choice, indicating that it is non-cultural 
decision-maker characteristics that have the greatest impact on FDI location decisions. 
 
3.4 Conclusions and Implications for the Research 
3.4.1 Insights from Exploratory Research 
 
The exploratory research investigated the FDI location decision by focusing on the decision-
maker (s), firm and external processes that lead to the final location decision; that is, how FDI 
location decisions are made, and as a result of what influences. The research reveals that FDI 
location decisions largely follow a five-stage strategic decision-making process involving 
variables at the external, internal and individual levels of analyses, the role of which are 
contingent upon key contextual factors, such as firm size and industry. This supports the 
assertions of international business (see: Dunning, 2001) and strategic decision theorists (see: 
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Baird & Thomas, 1985; Beach & Mitchell, 1978) calling for a multidisciplinary approach to 
FDI location decisions. Research propositions arising from the exploratory research are 
detailed below in Figure 3.2. 
 
Figure 3.2 – Exploratory Research Propositions 
 
 
3.4.2 Summary 
The objective of the exploratory research was to further investigate the FDI location decision; 
the processes involved within the decision, the variables driving the decision, and the 
potential contingency effects of specific contextual factors on the decision, as illustrated in the 
initial contingency model presented in Chapter 2 (see: Figure 2.3) 
 
 
 
 
I. The FDI Location Decision Process 
P1. The FDI location decision occurs in five overlapping yet sequential stages, consisting of 
opportunity/problem recognition stages, an evaluation of task stage, a development of consideration set 
stage, an information collection and processing stage, and a final selection stage. 
  
II. The FDI Location Decision Context 
P2.  There are systematic differences between FDI location decision-making processes at different decision 
contexts.  
 
More specifically: 
P2a. There are systematic differences across FDI location decision-making processes dependent on 
characteristics of the decision context that are external to the firm; in particular, global, industry 
and regional operating environments.  
 
P2b. There are systematic differences across FDI location decision-making processes dependent on 
characteristics of the decision context that are internal to the firm; in particular, firm 
characteristics, investment task characteristics.  
 
P2c. There are systematic differences across FDI location decision-making processes dependent on 
characteristics of the decision context that are individual to the decision-maker or decision-making 
group; in particular, decision-maker(s) experience, decision-maker(s) bias.  
 
III. Patterns in the FDI Location Decision Process 
P3. MNEs will exhibit similar patterns of FDI location decision-making processes dependent on firm size 
and industry.  
 
IV. Location 
 
P4. There are systematic differences across drivers of location dependent on MNE size and industry 
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Figure 2.3 - Initial Contingency Model of the FDI Location Decision Process 
 
  
1/ 
Problem 
Recognition 
2/ 
Evaluation 
of task 
3/ Set of 
alternative 
strategies 
developed 
4/ Data 
collection 
and info 
processing 
 
5/ 
Selection 
 







 100 
 
 
The study supported the basic propositions and new factors emerged. Insights from the 
exploratory research were used to inform the development of an updated conceptual model 
that identifies the four key interrelated components of the FDI location decision as: (i) the 
decision-making process, (ii) the decision-making context, (iii) patterns in decision-making 
processes based upon context, and (iv) location (see: Figure 3.3). More specifically, the 
conceptual model is based upon five decision-making stages, three levels of analysis and three 
primary contingency factors, the research propositions listed in Figure 3.2 and three key 
research questions below:  
 
1. What are the decision-making processes that lead to FDI location choice?  
2. What is the impact of contextual variables on FDI location decision-making 
processes at different levels of analysis, and are there any patterns of variation in 
decision processes under different decision conditions?  
3. What factors drive final FDI location choice, and can a useful framework or theory 
be developed that links FDI location decision-making processes and context to 
drivers of FDI location choice? 
These questions and propositions are examined in the main study (Chapter 5 and Chapter 6).  
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Figure 3.3 - An Updated Model of FDI Location Decision 
 
 
Source: Based on case findings 
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Chapter 4 - Methodology 
 
 
As a result of the exploratory research (Chapter 3), an initial theoretical model and a set of 
propositions were advanced (see: Figure 3.2 and Figure 3.3) for further empirical study. This 
chapter describes the research method used to explore these propositions. 
 
4.1 Overview 
 
The literature review in Chapter 2 highlighted a gap in our understanding of the FDI location 
decision that may be partly attributable to the research methods traditionally used. More 
specifically, it identified the need for a contingency approach to investment decisions that 
draws upon ideas from multiple disciplines. This study aimed to address these gaps by 
constructing an alternative method of inquiry. The process approach using multiple-case study 
methodology was chosen to achieve this goal. By employing multiple levels of analysis to 
explore the variables and processes behind FDI location decisions, this method of inquiry 
begins to address not only how contingency effects, including history and time, matter in the 
context of FDI location discussed in the study, but also how they matter in international 
business more broadly (Jones & Coviello, 2002; Jones & Khanna, 2006). 
 
The multiple-case study method was employed in two phases: exploratory research (Phase 1) 
and primary research (Phase 2). Phase 1 investigated 24 pilot case studies of multinational 
firms that involved 18 subject matter expert interviews to refine the initial set of propositions. 
Phase 2 investigated the refined set of propositions using 20 cases of multinationals and in-
depth interviews with 9 subject matter experts. This chapter summarizes the rationale behind 
the research methodology used in both phases and details the procedures used to investigate 
the 20 primary cases in Phase 2. The figure below depicts the overall research process 
conducted in the thesis.  
Figure 4.1 - Research Process 
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!
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This chapter is divided into three parts. The first part presents an overview of the process 
approach. The second part presents the case study approach and justification for the use of a 
process approach in case study research, and its applicability to this study. The final part then 
documents the implementation of the research process and method of analysis. 
 
4.2 Process approach or event-driven method 
4.2.1 Overview 
 
A process is a time-dependent sequence of events governed by a process framework 
(Mackenzie, 2000). The process approach, accordingly, describes a form of inquiry that 
deliberately makes order and sequence effects central. Moreover, it emphasizes the 
transformation of attributes into events, where meaning is determined by story (Abbott, 
1988). In other words, the approach focuses on the explanation of temporal order and 
sequences of change, as based upon a historical narrative of how change unfolds. The process 
approach derives from the need to build time explicitly into theory, a reaction to the static and 
equilibrium-based approaches of dominant social theories. Difficulties arise when exploring 
change under such premises as, strictly speaking, organizations could never evolve in a static 
world since by definition nothing ever changes (Aldrich, 2001). Mackenzie (2000) identified 
four ideals behind any group or organizational process: 
 
1. All processes involve events 
2. A process involves a time-dependent sequence of these events 
3. Any group/organizational process has five components: 
i. The entities performing the process 
ii. The steps or elements of a process 
iii. The relationship between any pair of elements 
iv. The links to other processes 
v. The resources and their characteristics-in-use involved with the elements 
4. The organization of components 1, 2, 3 produces the process framework. 
 
In the process model social reality is not a steady state, but rather a dynamic process that is 
constructed by agents through their actions (Mackenzie 2000). A focus on critical events 
which may alter the direction imparted by earlier events is central to explaining causality. 
Aristotle proposes a rigorous typology of cause, distinguishing between formal, material and 
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efficient causality (MacPhail, 2001). The process approach is based upon all three variations. 
The ability of process approach theory to be widely applied is due to the breadth of domain it 
encompasses. This may include the number of cases, contexts, events or patterns. In addition, 
sequential models avoid assumptions about the significance of specific events until their 
location within a story is examined (Abbott, 1988). Finally, the process approach holds that 
the time ordering and context of events are critical. Thus, research from the process approach 
is built forward from observed or recorded events to outcomes. Based on their studies, 
researchers choose specific events which may be relevant to their area of interest and record 
their occurrence over time.  
 
This approach adopts a different epistemology from the variance approach or outcome-driven 
method that seeks to explain change as driven by deterministic causation, grounded in a 
general linear model. In the variance approach, fixed entities are assumed with variable 
attributes and change is represented as a dependent variable. Change is then explained 
statistically by examining the set of independent variables that affect it. Causal attributes are 
generally independent of each other and have only one causal pattern at a time. Therefore, in 
the variance approach generality depends on its uniformity and consistency across contexts. 
Abbott (1988) argues that the dominance of this variance approach has led researchers to 
construe the social world in terms of a ‘general linear reality’ where sequences of events do 
not influence their outcomes and the focus is on immediate causation. The specifics of 
differences between assumptions can be found in Table 4.1 below: 
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Table 4.1 - Comparison of Variance and Process Approaches 
 
  
Variance approach (VA) Process Approach (PA) 
 
(1) Fixed entities with varying 
attributes 
(1) Entities participate in events 
and may change over time 
(2) Explanations based on 
necessary and sufficient 
causality 
(2) Explanations based on 
necessary causality 
(3) Explanations based on 
efficient causality 
(3) Explanations based on final, 
formal and efficient causality 
(4) Generality depends on 
uniformity across contexts 
(4) Generality depends on 
versatility across cases 
(5) Time ordering among 
independent variables is 
immaterial 
(5) Time ordering of independent 
events is critical 
(6) Emphasis on immediate 
causation 
(6) Explanations are layered and 
incorporate both immediate 
and distal causation 
(7) Attributes have a single 
meaning over time 
(7) Entities, attributes and events 
may change in meaning over 
time 
Source: Van de Ven and Engleman (2004: 348) 
 
 
While having a long history within the social sciences, the process approach is a relatively 
novel concept in business research. It has only been within the previous two decades that 
organizational research examining change and innovation have adopted the approach (see: 
Van de Ven and Poole, 1990), and only within the last six years that internationalization has 
been examined using this method (see: Buttriss & Wilkinson, 2006).  
 
The central conceptual challenge of the process approach is how to separate hypothetical 
‘events’ from the occurrences used to indicate them, i.e.,, how to choose observed 
occurrences to best indicate the course of events (Abbott, 1988). In attempting this process, 
models often make the same kinds of assumptions about independence as variance 
approaches, assuming that stages in a process develop independently of each other (Abbott, 
1988, 1990). In order to best combat this problem, past research advises the use of research 
strategies that employ in-depth qualitative methods such as case studies, archival analysis and 
direct observation. Despite the well-documented benefits of engaging a process approach in 
multiple-case study design in other social sciences, however, the strategy is rarely used in 
international business research. Indeed, the process approach in multiple-case study design in 
international business has largely only been of use to study new technology implementation 
processes (Leonard-Barton, 1990).  
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Of particular importance in identifying or reconstructing processes is the use of narrative in 
the process approach. Narrative strategies are especially relevant to the analysis of 
organizational processes where stories are constructs and can explain the relationships 
between events in a process or a narrative. In the same way that a survey contains indicators 
for underlying constructs in variance approaches, narrative text does so in process theory. 
Typical patterns of events are core theoretical constructs (Van de Ven & Poole, 2005). More 
precisely, narrative data have surface features that are useful not only for description but also 
for explanatory process theories that go beyond the directly observable. To help to ensure 
access to this underlying structure of the phenomenon, Bruner (1991) suggests key features to 
include in narrative texts as: sequence in time, focal actor (s), identifiable narrative voice, 
‘canonical’ or evaluative frame of reference, other indicators of content and context. See 
Table 4.2 below for the relationship of narrative properties to organizational theory. 
 
Table 4.2 - Relationship of Narrative Properties to Organizational Theory 
 
Narrative Property Indicator For...  
 
Sequence Patterns of events 
Focal actor (s) Role, social network, and 
demographics 
Voice  Point of view, social 
relationships, and power 
Moral context Cultural values and assumptions 
Other indicators Other aspects of context 
Source: Adapted from Bruner (1991) 
 
4.2.2 Justification for process approach 
 
The justification for applying the process approach to the primary research of the study was 
twofold: firstly, to incorporate the focus on causality and context that is inherent to the study’s 
phenomenon of interest, the FDI location decision; and secondly, to answer the growing call 
highlighted through the literature review for international business research that incorporates 
both temporal and contingency considerations (Abbott, 2001; Aharoni, 1966; Benito & 
Gripsrud, 1992; Chandra, 2007; Coviello & Munro, 1995).  
 
(1) The phenomenon of interest: The FDI location decision 
 
The literature review (Chapter 2) and exploratory research (Chapter 3) exposed two key facets 
of the FDI location decision that have yet to be addressed sufficiently in the research. These 
include, (1) the process of decision-making that results in the final decision, and (2) 
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contingency effects of context on these processes and, therefore, on the final decision. The 
process approach addresses both of these concerns through its emphasis on sequence of 
change and contextual variables. The FDI location decision is an organizational process and, 
as a consequence, is comprised of chronological patterns of events, focal actors, social 
relationships and power, moral context and wider environmental considerations. By engaging 
each of these aspects of the decision in historical narrative analysis, the process approach is 
able to produce an explanation of how the FDI location decision unfolds. Fundamental to the 
process frameworks is the need to link process to the location, context and explanations of 
outcomes (Pettigrew, 1992). By specifying linkages between pairs of considerations under 
such a framework, the process approach is the best suited for analysis of a contingency 
approach towards the FDI location decision (McKensie, 1999). 
 
(2) Previous research: History and context matter in international business  
 
Beyond its particular suitability for building a contingency model of FDI location decisions, 
the process approach also addresses a wider call within international business research for 
investigation that incorporates multiple levels of analysis (Dunning, 2009; Buckley et al., 
2007; Rahman, 2003; Jones & Coviello, 2002). The process approach promises to provide an 
underlying conceptual toolbox by means of which to integrate many theoretical perspectives 
and topic areas (McKensie, 1999). This is because the guiding assumptions of the process 
approach are embeddedness and temporal interconnectedness. Embeddedness involves 
studying processes across a number of levels of analysis, and temporal interconnectedness 
involves studying processes in past, present and future time. Thus, the process approach is 
best suited to answer the call for an interdisciplinary approach to international business 
because of its unique capacity to build a role in explanations for context and action – creating 
a means of finding for holistic rather than linear explanations of change (Pettigrew, 1992). 
This is also the impetus behind applying the process approach to a multiple-case study design 
in the research. Within the open framework of the multiple-case study design, the process 
model enables the systematic reconstruction and detailing of the variables and dynamics 
involved within FDI location decision-making processes at multiple levels of analysis.  
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4.3 Case study research 
4.3.1 Overview 
The case study is a method of empirical inquiry that investigates its phenomenon of interest in 
depth and within its real life context (Yin, 2008). Its history as a research approach has been 
marked by periods of intense use and disuse since its inception in the late 19th century. 
Predominantly associated with qualitative methods and the field of sociology, the body of 
literature associated with case study methods has been labeled ‘primitive and limited’ in 
comparison to experimental or quasi-experimental approaches (Yin, 1994). The inflexibility 
and demanding requirements of the latter forms of research have, however, paved a strong 
grounding for case study research in certain fields. It is the intimate connection with empirical 
reality that permits the development of a testable, relevant and valid case study theory (Glaser 
& Strass, 1967).  
 
The case study method is of particular use when the boundaries between the phenomenon and 
its context are not clearly evident. This is because it assumes a situation where there will be 
many more variables of interest than data points (Yin, 2008). Because the case study focuses 
on understanding the dynamics present within a single setting, it may involve either single or 
multiple levels of analysis. Moreover, a case study can employ an embedded design, that is, 
multiple levels of analysis within a single study (Yin, 2008). In order to best explore multiple 
levels of analysis within a single study, several different data collection methods are typically 
combined in case study explorations. Evidence may be qualitative, quantitative or both, and 
can be used to provide description, to test or to generate theory. The primary interest in this 
research is the last aim, theory generation from case study evidence (Eisenhardt, 1989). 
 
 
The case study method is framed in post positivist orientation where the emphasis is on 
empirical data collection and cause-and-effect explorations based on a priori theory (Creswell, 
2007). To satisfy tests of quality in case study research, multiple sources of data are needed to 
converge in a triangulating fashion. As a result, the case study method greatly benefits from 
the prior development of theoretical propositions to guide data collection and analysis. Yin 
(1989) states that the general applicability of case studies stems from the combination of 
methodological quality and rigor in case construction. In addition, generalizability in case 
studies stems from analytical generalization, that is, generalization to theory and not 
populations. The advantages of using theory and propositions to design and conduct case 
 109 
studies are twofold: research methods are scientifically-based and analyzed, and the quality of 
end results is strengthened through effects on generalizability and validity.  
 
The approach to case study design adopted in this research is, thus, an iterative process of 
theory building in which multiple-case studies and the information they provide may refine 
the initial theory. The tight and yet evolving framework in such approach is a careful balance 
of specifying the subjective elements of a researcher’s preconceptions, while staying open to 
changes in perceptions of theory that may result from empirical observation.  
 
4.3.2 Justification for the use of case study research 
 
Choice of research design has been associated with three distinct conditions: (a) the type of 
research question posed, (b) the extent of control an investigator has over actual behavioral 
events, and (c) the degree of focus on contemporary as opposed to historical events (Yin, 
2008). Table 4.3 displays the importance of each condition in distinguishing among the five 
major research methods: experiments, surveys, archival analyses, histories and case studies. 
 
Table 4.3 - Relevant Situations for Different Research Methods 
 
 
METHOD (a) 
Form of research 
question 
(b) 
Requires control of 
behavioral? 
(c) 
Focus on contemporary 
events? 
Experiments How, why? 
 
Yes Yes 
Survey Who, what, where, how 
many, how much? 
 
No Yes 
Archival 
analysis 
Who, what, where, how 
many, how much? 
 
No Yes/No 
History How, why? 
 
No No 
Case Study How, why? 
 
No Yes 
Source: Adapted from Yin (2003) 
 
The first condition, the type of research question, can be summarized as relating to the 
familiar series of who, what, where, how, and why questions. The principal question guiding 
this research was a “how” question:  
 
 
 
How are FDI location decisions made and how do contextual variations in this 
process fit within the general theory of the multinational firm? 
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Such “how” questions lead to explanations, and are best suited to case studies because they 
deal with operational links that can be traced over time, rather than simple frequencies. Case 
studies can lead to holistic understandings of social phenomena that emphasize the 
significance of context (Tellis, 1997). As mentioned previously, the key phenomenon being 
investigated in the research, the FDI location decision, involves a set of interrelated activities 
engaged by a variety of social actors and, thus, requires careful consideration of context. 
Therefore, the first condition justified the use of the case study method. The second and third 
conditions, extent of control over behavioral events and degree of focus on contemporary as 
opposed to historical events, also pointed to the case study strategy. The case study is 
preferred in examining contemporary events, but where the relevant behaviors cannot be 
manipulated (Yin, 2008). The FDI location decisions in question were contemporary events – 
made within the last 5 years – yet the researchers had no control over the decisions. Hence, all 
three conditions supported the employment of the multiple-case study strategy.  
 
Historical or archival analyses were also considered as research designs because they too 
matched the requirements of the research as dictated by Yin’s (2009) three conditions. 
Ultimately, however, it was the capacity of the case study strategy to engage multiple sources 
of data and provide the most holistic framework for analysis that made it most suitable for the 
multifaceted FDI location decision. 
 
4.3.3 Designing multiple-case studies 
 
Every type of empirical research requires a research design. The design is the logical 
sequence that connects the empirical data to a study’s initial research questions and, 
ultimately, to its conclusions. Case study research design is comprised of five key parts: (1) a 
study’s questions; (2) its propositions, if any; (3) its unit(s) of analysis; (4) the logic linking 
the data to its propositions; and (5) the criteria for interpreting its findings (Yin, 2008). These 
components guide each of the three stages of case study research: first, the “define and 
design” stage; second, the “prepare, collect and analyze” stage; and finally, the “analyze and 
conclude” stage. How these stages were followed in the research is detailed in Yin’s (2008) 
‘blueprint’ in Figure 4.2 below. The structure of the remainder of this chapter will also follow 
this three-stage design. 
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Figure 4.2 - Case Study Method 
 
Source: Yin (2003: 50) 
 
The first component of the case research design is the study’s questions. As discussed in 
Section 4.3.2, case study research chiefly involves questions of how and why, so the initial 
task is to clarify the precise nature of and substance of the questions. This typically involves 
an in-depth literature review. If the nature of the phenomenon under investigation is such that 
propositions are required to direct attention to particular aspects of the phenomenon, then 
these propositions must also be developed. In the case of this research, propositions were 
developed to draw particular attention to the key components of the FDI location decision: (i) 
the decision process; (ii) the decision context; (iii) patterns in decision-making; and (iv) the 
role of location. 
 
Once the research questions and propositions are chosen, the unit of analysis must also be 
defined. As the means by which the researcher may ‘bind’ the perimeters of cases in question, 
this is a fundamental issue in case study design (Merriam, 1988). In particular, how the unit of 
analysis is used to distinguish the immediate topic of the case from its context, and to 
strengthen time boundaries so to define the beginning and end of the case, will strengthen 
research design and quality. Case studies may employ single (holistic) or multiple 
(embedded) units of analysis, dependent on type of research phenomenon and research 
questions.  
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Closely affiliated with defining the unit of analysis is determining whether multiple cases or a 
single case will be used in research. Each approach has its distinct advantages and 
disadvantages. Single cases are used to confirm or challenge a theory or to represent a unique 
or extreme case. Multiple cases are used when results are to be generalized to theory and not 
populations. Nonetheless, the goal of selecting cases should be to establish parameters and 
apply the parameters to all research. In this way, even a single case could be considered 
acceptable provided it meets the established objective (Tellis, 1997). Yin (2003) proposes a 
typology of case study design based on the characteristics of the number of cases and units of 
analysis (see: Figure 4.3). Type 4; the embedded multiple-case study method, was deemed 
most appropriate for the study. The embedded multiple-case study method was selected 
because (i) multiple case studies were required to investigate the influence of context on the 
FDI location decision, and (ii) multiple levels of analysis are embedded in the the FDI 
location decision. The units of analysis were the firm and the FDI location decision. 
 
Figure 4.3 - Basis Types of Designs for Case Studies 
 
 Single-Case Designs Multiple-Case 
Designs 
   
Holistic  
(Single level/Unit of 
Analysis) 
Type 1 Type 3 
Embedded  
((Multiple levels / Unit of 
Analysis) 
Type 2 Type 4 
 
Source: Yin (2008: 40) 
 
Following the refinement of the research questions, propositions and unit of analysis, case 
research requires the development of a robust set of theoretical propositions and data 
collection protocol to guide data collection and analysis. When engaging multiple cases, it is 
the intention of research to generalize results to theory and not populations. As a 
consequence, in case selection it is of particular importance that replication logic is followed 
so that, in a similar way to experimental methods, findings may be strengthened through 
replication under different contexts. Theoretical propositions will dictate whether cases are 
intended to predict similar results (literal replication) or contrasting results for expected 
reasons (theoretical replication). Thus, findings from each case will provide the basis for 
replication through further cases. This process of continual feedback enables learning from 
each case to inform subsequent analysis. The continuous interplay between induction and 
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deduction embodies the key strength of case study data analysis (Miles & Huberman, 1994; 
Eisenhardt, 1989). In this research, both theoretical and literal replications were used in case 
selection. This is discussed in greater detail in Section 3.4.2.1. 
 
From this process of data collection, detailed descriptions of cases will follow. For each case 
an individual case report will be written, indicating how and why the relevant propositions 
were (or were not) demonstrated. These steps of linking data to propositions and identifying 
criteria for interpreting the findings provide the foundations for data analysis in case study 
research. The primary concern during the design phase regarding this process is to be aware 
of choices for analysis and what may be most suitable for the specific research: pattern 
matching, explanation building, time series analysis, logic models and cross-case syntheses. 
Two key analytic strategies – reliance upon theoretical propositions and addressing rival 
explanations – may be used to strengthen analysis under any research context (Yin, 2008). 
Both analytic strategies were engaged in this study. Finally, assertions and interpretations 
about the meaning of the case that extend beyond the propositions of the research are also 
analyzed. 
 
The findings from the individual case analyses provide the basis for cross-case analysis, 
refinement of theoretical propositions and analytical generalization. In the final phases of the 
research, the meaning of the case studies is conveyed principally by reports identifying each 
case as either an illustration of the key research phenomenon (an instrumental case), or an 
unusual situation (an intrinsic case). The case study is completed with a cross-case report and 
overall conclusions. More detail as to how the cross-case analysis was conducted in this 
research is found in Section 3.4.3.3. 
 
4.3.4 Justification for the application of process approach to case study research 
 
The impetus behind applying the process approach to a multiple-case study design in the 
research was threefold. Firstly, benefits lay with the ability of the process approach to bind 
the analytical focus of the study to only processes relating to the FDI location itself. Through 
its promotion of temporal order, the process approach provided a comprehensible framework 
from which the varied influences on the FDI location decision could be categorized with 
regard to context, temporal aspects and causal relationships (Abbott, 2001; Van de Ven & 
Poole, 1990). Secondly, the process approach also provided a broad enough structure so that 
research for multiple levels of analysis could be engaged in investigation without confusion or 
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confounding results (Chandra, 2007; Rahman, 2003). The FDI location decision involves 
variables at multiple levels of analysis. Prior research has, however, chosen to aggregate 
findings from single-level studies, often leading to contradictory results (Bora, 2001; Jones & 
Coviello, 2002). Finally, the process approach enables the simultaneous examination of the 
two distinct aspects of the key research phenomenon: the processes behind the FDI location 
decision and the variables that influence the decision. The two-tiered approach of process 
theory and case study research employs rich description and direct observation to allow 
simultaneous analysis of context and a direct assessment of its effects. The contribution of the 
process model is, therefore, that it enables the systematic reconstruction and detailing of the 
variables and dynamics involved within FDI location decision-making processes at multiple 
levels of analysis.  
 
4.4 Conducting the research 
 
The following section provides a detailed account of the research process engaged in the 
study. Adhering to the framework put forth by Yin (2003) and illustrated in Figure 4.2, the 
research followed three research phases: (1) define and design; (2) prepare, collect and 
analyze; and (3) analyze and conclude. In line with the chronological focus of the process 
approach, research was conducted in a linear but iterative manner (see: Table 4.4). The 
purpose of this section is to provide an in-depth understanding of exactly how the research 
was conducted, to aid in the assessment of the quality of the research and ultimately provide 
the foundations for replication of methods in further study.  
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Table 4.4 - Process Approach Using Multiple-Case Study Design 
 
Phase 
 
Key Steps Description 
Define and 
Design  
(Including 
exploratory 
research) 
(1) Define the research questions, 
unit of analysis (Chapter 1) 
 
(2) Specify ‘theory’ or proposition 
from the literature (Chapter 2 
and 3) 
 
(3) Design data collection plan 
(including preliminary case 
protocol, unit of analysis, 
specified population, 
theoretical sampling) (Chapter 
3) 
 
 
(4) Conduct an exploratory study 
(Chapter 3) 
 
 
 
 
 
(5) Revise propositions and data 
collection plan (Chapter 3) 
(1) Research question, “How are FDI location 
decisions made?” Unit of analysis “FDI 
location decision – firm”  
(2) An initial theoretical model and a set of 
propositions were advanced for further 
empirical study from the literature 
(3) Embedded, multiple-case designs for 
replicability; ‘FDI location decision-firm’ 
embedded unit of analysis; financial 
services and creative industries within the 
USA and Australia; two-stage key 
informant screening; case study protocol 
and case recruitment protocol; university 
ethics clearance. 
(4) 24 case studies and 18 subject matter 
experts were selected. Case histories were 
constructed. Created a case study database. 
Within-case and cross-case analyses were 
conducted; use of data, theory and 
investigator triangulation. 
(5) Basic propositions and the initial theoretical 
model were revised according to the 
findings to propose a new set of 8 
propositions. 
Prepare, 
Collect and 
Analyze 
(6) Finalize data collection plan 
(including theoretical 
sampling) (Chapter 4) 
 
 
 
 
 
 
 
 
 
(7) Select cases and conduct case 
study research (Chapter 4) 
 
 
 
 
(8) Reconstruct and map the 
chronology of events (Chapter 
4 and 5) 
 
 
 
 
 
 
 
 
(6a)  Embedded, multiple-case designs, ‘FDI 
location decision-firm’ nexus; financial 
services and creative industries; two-stage 
key informant screening; some modification 
to the case recruitment protocol and case 
study protocol; university ethics clearance. 
(6b)  Theoretical sampling was used to select four 
types of firms to achieve literal and 
theoretical replication (small/large size 
financial services firms, small/large size 
creative industry firms) 
(7)     Twenty cases were selected from MNEs 
based in China and Australia. Nine third-
party subject matter experts that were 
involved in the case decisions were also 
selected. Interviews with key informants 
were transcribed. Pursued multiple sources 
of evidence. Created a case study database. 
(8a)   A chronology of events was created for 
each case. This was used to develop a 
decision-making model and taxonomy of 
variables for each case. Focus on 
external/internal/individual variables related 
to each stage of the FDI location decision. 
(8b)  Multiple, iterative interviews and collection 
of additional case evidence helped fill in the 
missing information on important events, 
actions and decisions. 
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(9) Write the case history for each 
case (Chapter 4) 
(9)    Based on the output from step 8a and 8b, a 
case history was written for each case and 
sent to key informants for feedback 
  
Analyze 
and 
Conclude 
(10) Analyze case study evidence 
(within-case and cross-case 
analysis) (Chapter 5) 
 
 
 
 
 
 
 
(11) Draw cross-case conclusions 
and refine initial conceptual 
model and propositions 
(Chapter 6) 
 
(12) Write cross-case findings and 
conclusions (Chapter 6 and 7) 
(10a)  Linking case study evidence to 
propositions, pattern matching, and 
explanation building , entertaining rival 
explanations (Uppsala, Network Perspective 
and Eclectic Paradigm) and researcher 
triangulation 
(10b)  Compared similar and different cases. 
Seeking key variables, causal mechanisms 
and contingency effects in FDI location 
decisions 
(11)  Drew cross-case conclusions, compared 
emergent findings with supporting and 
conflicting literature, refined the initial 
model and propositions 
(12)  Wrote cross-case findings and conclusions 
Source: Adapted from Yin (2003), Van de Ven and Poole (2005) 
 
4.4.1 The Define and Design Phase 
The study began with the define and design phase. As illustrated in Figure 4.2 this process 
involved developing theory, designing data collection methods and selecting cases. 
Exploratory research was also engaged during this stage to refine research design. The 
methodology behind the exploratory research can be found in Chapter 3 and, as a result, will 
only be mentioned briefly here. This section includes the definition and specification of the 
core elements of case study research: the research questions, unit of analysis, theory, 
propositions and sample population. 
 
4.4.1.1 Definition of research question 
The literature review identified two key gaps in the research associated with: (1) decision-
making processes behind the FDI location decision, and (2) the role of context in the decision. 
Although ample work was found to highlight specific aspects of the FDI location decision, 
little attention has been paid to developing a decision-making model that incorporates the role 
of context at multiple levels of analysis. In addition, findings from the literature review 
suggested that a number of different variables interact to influence how the FDI location 
decisions are made, as well as how variables are perceived. The purpose of the study was to 
establish how FDI location decisions are made and how contextual variations in the process 
fit within the general theory of the multinational firm through the following three research 
questions: 
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4.4.1.2 Definition of the unit of analysis: decision-firm nexus 
 
As mentioned above, the focus of the study was on the decision-making processes and 
variables that result in FDI location decisions. By conceptualizing the FDI location decision 
as a strategic decision-making process, the study separated decision-making process into five 
stages: problem/opportunity recognition, evaluation of task, set of alternative strategies 
developed, data collection and information processing and selection. The advantage of 
engaging such a generic decision-making process for what is ultimately a firm decision was to 
allow for variables at multiple levels of analysis, beyond the firm, to be explored. 
Accordingly, the units of analysis in this study were the FDI location decision and the firm. 
Therefore, the study adopted a multiple-case design with embedded units of analysis, or Type 
4 design, as shown in Figure 4.3.  
 
Prior research has largely maintained an exclusive focus on one of the following units of 
analysis: firm, market/relationships, country/nation, industry and region/clusters, occasionally 
aggregating results from multiple levels of analysis to add depth (Chapter 2). Such methods 
have often resulted in contradictory findings and, for that reason, this study provides an 
important methodological contribution to the research (Bora, 2001). A comparison of the 
exploratory and the primary research illustrates this well. The exploratory research engaged a 
single (holistic) unit of analysis, focusing on the firm hence, substantially fewer non-firm 
variables and causal relationships across levels of analysis were captured in the research. FDI 
is defined as “the category of international investment that reflects the objective of a resident 
entity in one economy to obtain a lasting interest in an enterprise resident in another 
economy” (OECD, 2010) and their location decisions are defined as the processes leading to 
the final choice of host location in this form of investment. This definition excludes the 
intentions to invest and assessments of most attractive locations, as these categories detract 
(1) What are the decision-making processes that lead to FDI location choice? 
 
(2) What is the impact of contextual variables on FDI location decision-making 
processes at different levels of analysis, and are there any patterns of variation in 
decision processes under different decision conditions? 
 
(3) What factors drive final FDI location choice, and can a useful framework or 
theory be developed that links FDI location decision-making processes and 
context to drivers of FDI location choice? 
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from the focus on actual monetary investments, the focus of the study. Therefore, this study 
covers only realized decision-making processes, so all findings have a tangible and concrete 
basis.  
 
4.4.1.3 Specification of ‘theory’ proposition from the literature and exploratory 
research 
 
From the literature review (Chapter 2) a preliminary contingency model of FDI location 
decisions was proposed, based on strategic decision-making models and an associated list of 
variables with the potential to influence the decision process. The contingency model and 
taxonomy of variables guided preliminary data collection and analysis in the exploratory 
research (Chapter 3). Findings from the exploratory research served to refine conclusions of 
the literature review and mold eight corresponding propositions. The eight propositions were 
then used to pursue the second phase of data collection and analysis.  
 
4.4.1.4 Specified population 
 
The population in the primary research was defined as small (1-50 employees) and large 
(250+ employees) corporations within the financial services and creative industries with a 
history of FDI within the last five years (OECD, 2010). Cases were recruited in Australia and 
China across a number of cities, with a wide range of backgrounds. The financial services 
industry is defined by the OECD as “the set of institutions, instruments, and the regulatory 
framework that permit transactions to be made by incurring and settling debts; that is, by 
extending credit” (Glossary of Statistical Terms, 2005). The creative industries, a more fluid 
concept, is best defined in the context of this study by the Australian Research Council’s 
Centre of Excellence for Creative Industries and Innovation (CCI) as “a set of interlocking 
sectors of the economy focused on extending and exploiting symbolic cultural products to the 
public such as the arts, films, interactive games, or providing business-to-business symbolic 
or information services in areas such as architecture, advertising and marketing, design, as 
well as web, multimedia and software development” (Higgs, Cunningham & Pagan, 2007). 
The purpose of sampling a combination of both industries is outlined in Section 3.2.1 and 
strengthened by exploratory research results that indicate a definite contingency effect relating 
to the industry a firm operates in. The specific industries were selected with the objective of 
maximizing capacity for analysis of the contingency effects of firm industry on other 
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variables at the individual, the firm and environment level. Without sufficient resources to 
sample every industry grouping, financial services and creative industries were selected to 
provide sufficient similarities and differences for meaningful analysis. 
 
The main study differed from the population of the exploratory research in that the 
exploratory study made no allowances for size, included firms with only the intention to 
invest overseas, and cases were recruited from Australia and the USA. Medium size firms 
(50-250 employees) were removed from the population so to use maximum variation 
sampling to emphasize contingency effects based upon size. Firms with the intention to invest 
overseas were excluded so that analysis could focus on concrete decisions and not 
hypothetical assessments. China replaced the USA so to provide a broader and more diverse 
sample base from which to select cases and explore contextual differences. As Aldrich (2001) 
notes, the current writing on organizations is skewed to large and most prominent 
organizations distorting our vision of the organizational landscape. A more realistic view 
should include the full range of diversity found in communities.  
 
4.4.2 The Prepare, Collect and Analyze Phase 
 
The preparation for the primary research began with screening for the desired skills on the 
part of the case study investigator, then training for the cases, developing a protocol for the 
investigation, screening candidate cases and conducting pilot case studies in the exploratory 
research (Yin, 2008). The desired skills and training were refined during the pilot case studies. 
The protocol for investigation, including screening candidate cases, is listed below. 
 
4.4.2.1 Data Preparation 
Theoretical, not random sampling 
 
Purposive sampling was used in this research to maximize the utility of information from 
small samples and single cases (Eisenhardt, 1989). As a result, cases were selected on the 
basis of expectations about their information content, stemming from the findings of the 
literature review (Chapter 2) and the exploratory research (Chapter 3). To pursue and explore 
the propositions emerging from exploratory research (Chapter 3), the study sampled cases 
from different industries and of varied sizes to maximize variance in the sample (Eisenhardt, 
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1989; Creswell, 2007). Cases were selected to replicate or extend theory by filling conceptual 
gaps (Eisenhardt, 1989). Case studies were conducted for four types of MNEs to capture the 
interaction effects between variables on FDI location decision processes: (1) Small size 
financial services firms, (2) Large size financial services firms, (3) Small size creative 
industry firms, (4) Large size creative industry firms. Sample firms were also required to have 
completed a foreign direct investment location decision within the last five years, to ensure 
findings were as current and practically applicable as possible. This information-oriented 
approach also facilitated the adoption of replication logic when selecting multiple cases. 
Analogous to that used in experiments, such replication logic requires a rich theoretical 
framework that must be tested by replicating findings in different contexts (Yin, 2008). As a 
result, the aims of the case selection included: 
 
• Literal replication to predict similar results for expected reasons. Five firms 
were chosen within each of the four sample categories to ensure that results 
could be replicated among the firms in that category.  
• Theoretical replication to predict contrasting results for anticipated reasons. 
The four case groupings exhibiting differences in industry and firm size were 
selected in anticipation of differences in FDI location decision-making 
processes. These differences were suggested in both the literature review 
(Chapter 2) and exploratory research (Chapter 3). 
• Analytical generalization to generalize specific results to a broader theory. In 
contrast to the statistical generalization engaged in many quantitative methods 
in which results are generalized to a particular population. Thus, a small 
sample of cases in sufficient, so long as theoretical saturation is achieved. 
 
Dun & Bradstreet Global Companies List, contact lists of firms from the New South Wales 
Department of State and Regional Development, the Sydney Chamber of Commerce, the 
Australia-America Association, and the Australian Trade Commission were used to identify a 
set of firms and experts suitable for the study. The two-stage screening process employed in 
the exploratory research was used to ensure suitability. The criteria used to screen firms 
included: firm size, firm industry, respondent experience, and history of FDI location 
decisions. As mentioned previously, size of firm and industry categories – small and large, 
and financial services and creative industries – were defined according to OECD definitions 
(2010). Cases were recruited from China and Australia. The key executives sourced as case 
respondents were required to have had an active and instrumental role in the FDI location 
 121 
decision process, hold a current role with the firm, and be willing to participate in the study. 
To prevent respondent memory recall bias, the sampling was restricted to firms whose history 
of the FDI location was recent, within five years of the interview. 
 
Because the objective of the research was to explore the contingency effects of different 
external, firm and individual characteristics through a natural distribution in decision context, 
no further allowances were made in selection. Special attention was, however, paid to 
recording and exploring the influence of traits that had been previously highlighted by 
research as potentially valuable. Three such examples are the consideration paid to in analysis 
for, (1) distinguishing between public and private corporations so to explore the importance of 
direct government or public intervention in decision-making process; (2) the home country 
nationality of the firms, so to move beyond the limitation of a two-country sample; and (3) the 
core services and products of firm and decision, so to explore whether differences can be 
grouped as industry or product-based.  
 
A case study protocol was developed for the research. This incorporated some revisions to the 
protocol used in exploratory research, including the incorporation of new variables introduced 
through pilot cases. The case protocol followed a four-part format engaging themes relating 
to: firstly, how the decision was made, including key events and decision-making processes; 
secondly, key aspects of context that influenced key events and decision-making processes; 
thirdly, how location was measured at each stage of the decision; and fourthly, features of the 
external, internal and decision-maker context (see the case study protocol for the main 
research in Appendix 2).  
 
The number of cases to be selected for research was not determined prior to actual data 
collection. Instead, the replications of findings, based on the theoretical sampling plan, acted 
as a rule to decide when to stop adding cases. This process of conducting data collection until 
reaching a point of saturation within each sample grouping followed the same method as the 
exploratory research. Theoretical saturation was defined as occurring when all the main 
variations of the phenomenon have been identified and incorporated into emerging theory 
(Guest et al., 2006).  
 
The process of selection involved study partner organizations – such as the New South Wales 
Department of State and Regional Development – assisting in the recruitment process. Study 
partner organizations were briefed on screening procedures prior to recruitment. For 
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candidates who qualified and agreed to participate, a letter was sent to the relevant contact at 
the organization inviting them to participate in the study. A copy of the letter can be viewed in 
Appendix 5. The letter contained the aims of the study, the extent of the company’s 
involvement and benefits of participating in the study. For candidates who qualified and 
agreed to participate, the researcher conducted a second screening by phone (see the 
recruitment procedure and quality control in Appendix 3).  
 
Of the thirty-eight firms who were contacted and screened, thirty agreed to participate. Case 
studies were conducted for a total of twenty firms, including five firms from each of the four 
sample groupings. The remaining ten firms were not studied because a point of theoretical 
saturation was reached. Eleven of the case firms were operating in Australia and nine in 
China. Within these countries, firms came from Sydney, Melbourne, Hong Kong, Shanghai 
and Beijing. In sum, the cases achieved the theoretical sampling plan. Table 4.5 below 
describes the firms selected for this research. 
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Table 4.5 – Characteristics of Sample Organizations 
 
 
 
Code  Size  Main Products Type of 
Investment 
Location of 
Respondent 
Country of 
Origin 
Host for 
Investment 
Type of 
MNE 
 
LFG1 Large Banking and 
financial services 
Wholly 
Owned 
Enterprise  
China USA Hungary Traditional 
LFG2 Large Banking and asset 
management 
Wholly 
Owned 
Enterprise 
China Switzerland Japan Traditional 
LFG3 Large  Retail and 
commercial banking  
Joint 
Venture 
China Switzerland Korea Traditional 
LFG4 Large Financial services Wholly 
Owned 
Enterprise 
Australia 
 
USA China Traditional 
LFG5 Large Financial services Wholly 
Owned 
Enterprise 
Australia 
 
Australia India Traditional 
SFG1 Small Investment banking 
and corporate 
advisory 
Wholly 
Owned 
Enterprise 
Australia USA Japan Traditional 
SFG2 Small Fund management Wholly 
Owned 
Enterprise 
China Australia China Born-global 
SFG3 Small China consulting 
and financial 
services 
Wholly 
Owned 
Enterprise 
China China San 
Francisco 
Born-global 
SFG4 Small Private equity fund 
management 
Wholly 
Owned 
Enterprise 
China Italy Hong Kong Born-global 
SFG5 Small Banking and 
financial Services 
Wholly 
Owned 
Enterprise 
Australia Australia Singapore Born-global 
C
R
E
A
T
IV
E
 I
N
D
U
S
T
R
IE
S
C
 
 
LCG1 Large Television 
production 
Wholly 
Owned 
Enterprise 
China China  Canada Traditional 
LCG2 Large Design Wholly 
Owned 
Enterprise 
China UK China Traditional 
LCG3 Large  Music production 
and distribution  
Wholly 
Owned 
Enterprise 
China UK Japan Traditional 
LCG4 Large Digital design and 
animation 
Wholly 
Owned 
Enterprise 
Australia Australia USA Traditional 
LCG5 Large Movie production 
and distribution 
Joint 
Venture 
Australia USA India Traditional 
SCG1 Small Textiles design and 
production 
Wholly 
Owned 
Enterprise 
Australia UK Singapore Born-global 
SCG2 Small Fashion Joint 
Venture 
Australia Australia USA Traditional 
SCG3 Small Jewelry design and 
production 
Wholly 
Owned 
Enterprise 
Australia Australia USA Traditional 
SCG4 Small Textiles design and 
production 
Joint 
Venture 
Australia Australia New 
Zealand 
Traditional 
SCG5 Small Art funding and 
advisory 
Wholly 
Owned 
Enterprise 
Australia Australia Italy Traditional 
Source: Based on case findings.!
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    Key   
 Employees Turnover ($US million) 
Small 1-50 <12.9 
Medium 50-250 12.9 -64.6 
Large 250+ 64.6 < 
Source: Adapted from OECD (2005) 
 
 
As noted previously, when selecting firms, it was hoped that cases would display a relative 
spread of characteristics beyond the industry sector/size delineation. During the data 
collection it became clear that this goal was achieved. Case firms stemmed from a range of 
host-countries, product/service groupings and were both public and private in ownership. 
Beyond this, however, another important characteristic arose from data collection that had not 
been previously been accounted for in selection. The majority of large size multinational 
firms had undergone long processes of organizational restructuring prior to the FDI location 
decision that had a profound influence on their growth strategies. The nature of this 
restructuring - in particular any mergers and acquisitions, and relevant histories of merging or 
acquired businesses - was therefore paid careful attention to in data collection and analysis. 
This information is found in the case histories of the within-case analysis in Chapter 5.  
 
4.4.2.2 Data Collection 
 
Yin’s (2008) three principles of data collection were followed to ensure quality of the study: 
(1) Use of multiple sources of evidence, (2) Creation of a case study database, (3) 
Maintenance of a chain of evidence in research (Patton, 2005).  
 
Multiple data collection methods 
 
Multiple sources of evidence were used in data collection to enhance the validity of the study. 
The four sources of evidence used included (1) in-depth interviews and questionnaires, (2) 
additional primary and secondary data sources, (3) supplementary and expert interviews, and 
(4) memos. Converging lines of inquiry were engaged across the four sources to maximize 
quality of the research through triangulation and corroboration (Patton, 2005). Each of these 
sources will now be discussed in more detail. 
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In-depth interviews and questionnaire 
 
Semi-structured interviews were conducted with key informants from each firm. Interview 
respondents were executive level managers with a key role and depth of knowledge regarding 
the FDI location decision in question. Depending on the availability and willingness of other 
potentially valuable participants, other functional directors and managers also participated. 
Examples of participants from the case studies included: Partners, Global Strategy 
Executives, and Regional Managing Directors. Already described in Section 4.3.2, the study’s 
research questions and propositions directed the format of interviews. The focus of the 
interviews was, thus, the two interconnected phenomena of interest to the research: the FDI 
location decision-making process, and the variables involved at each stage of the decision.  
 
The interview required the respondent to consider a FDI location decision in which they had 
participated in the past five years and detail the following aspects of the decision: (1) the 
nature of the external operating environment leading up to, and during the decision; (2) the 
nature of the firm operating environment leading up to, and during the decision; (3) 
characteristics and experience of the decision maker(s) leading up to, and during the decision; 
(4) the nature of the investment, leading up to and following the actual investment; (5) the 
decision-making processes that led to the decision; (6) the features of the final and second 
location choice for the investment; and (7) any other key factors that influenced the decision. 
New themes and variables that emerged were carefully recorded. At the end of each 
interview, the investigator asked the key informants to complete a brief questionnaire that 
summarized their responses from previous sections as objectively as possible. From the 
questionnaire, the researcher’s interpretations of interview responses were compared with 
objective numerical and yes/no evaluations to ensure as much standardization and consensus 
as possible (see: Appendix 2 for the case study protocol). 
 
In a similar manner to the one used in determining the number of participant cases, interviews 
were conducted until a point of theoretical saturation was reached. As was defined in the 
exploratory research, the saturation point related to the point in a study at which the 
interviewer began to hear the same information reported and no longer was able to learn 
anything new (Glaser & Strauss, 1967; Lincoln & Guba, 1985). For this reason, the interview 
process was an iterative one. In each case the researcher accumulated sufficient information 
over time to build a comprehensive portrayal of the processes, variables, events and actions 
that resulted in each FDI location decision. This involved one to two formal interviews, and 
 126 
an additional one to four semi-formal phone interviews/discussions with each respondent 
from each case.  
 
Case study and interview protocols for the exploratory research were developed and reviewed 
in conjunction with the secondary researchers, and with constant reference to standard social 
science and international business research practice (Eisenhardt, 1989). Interview structure 
and questions were consistent across case interviews in order to promote clarity in data 
analysis. Following receipt of consent from the respondents, all interviews were recorded and 
transcribed for data analysis. Each informant signed a consent form to release the information 
divulged during his or her interviews, and to ensure that the anonymity of the organization 
was maintained (see: participant consent form in Appendix 7). The interviews, subsequent 
interviews and collection of additional evidence were conducted between September 2009 and 
March 2010. Each interview lasted from one to two and half hours. Detailed notes and 
impressions were recorded and completed within one day of each interview. All interviews 
were transcribed by a professional transcriber word by word. Words, technical details or 
concepts that the researcher could not understand were confirmed with the key informants by 
phone and/or email correspondence. This format was developed in conjunction with 
secondary case researchers and follows that which has been prescribed by previous 
researchers when exploring processes in qualitative decision-making research (see: Eisenhardt 
& Bourgeois, 1988; Shirvastava & Mitroff, 1984). 
 
Additional primary and secondary data sources 
 
Prior to each interview, the researcher sought out as much background information regarding 
the focus case and decision as possible. During the interview and following its conclusion, the 
researcher continued this search to obtain as many additional primary and secondary data 
sources as possible. The range of data that was collected included (1) archival records and 
documentation such as corporate plans, financial statements, firm history and news from 
internet sources, newspapers, corporate fact sheets and brochures; and, (2) informal 
observation of the activity of the firm, their office, show spaces and design facilities etc. 
Physical artifacts were not collected as additional data sources as they were not deemed 
relevant to the questions and propositions of the research. It is also important to note that each 
case presented different opportunities for data collection. 
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Supplementary and third-party subject matter expert interviews 
 
The researcher also conducted supplementary interviews with a number of consenting third-
party subject matter experts to increase the reliability and validity of informant reports 
(Kumar et al., 1993). Third-party subject matter experts were referred to the researcher by the 
focal firms, and comprised of expert individuals with a depth of FDI location decision 
knowledge that stemmed from direct roles in one or more of the focus FDI location decisions, 
among others. The purpose of the third-party subject matter experts interviews was twofold: 
firstly, to provide a macro perspective of FDI location decisions, thereby assisting to fill any 
gaps left by the narrow firm-specific case focus; and secondly, to validate the accounts of case 
study participants and increase awareness of potential personal bias of decision makers 
themselves. The use of supplementary and expert interviews was crucial in combating 
informant bias and validating informant reports to ensure that they measured the same key 
phenomenon: the FDI location decision (Philips, 1981).  
 
All twenty cases had multiple key informants, including one third-party subject matter expert 
who had played a direct role in the FDI location decision (see: Table 4.6). Supplementary 
interviews with direct participants were employed to validate case study responses and add to 
analysis. Supplementary interviews with indirect expert informants were used within broader 
analysis. For example, LFG3 directly engaged the services of construction and development 
specialist EXP3 in their decision to invest in China. Interviews that informed the within-case 
description of LFG3 consequently involved those with the Managing Direct Asset 
Management Asia-Pacific, the Chief Executive Officer Asset Management, the Strategy 
Group Manager, and the Partner of EXP6, who was also privy to the entire decision-making 
process. 
 
In total, the researcher interviewed 39 informants, which consisted of 30 informants from the 
focal firms and 9 third-party subject matter experts. 
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Table 4.6 – Case Data Sources 
 
 Decision Maker  
Interviews 
Additional Informant Interviews  Additional 
Sources 
 No.  of 
Informants 
(Interviews) 
Informant Position No. of 
Interviews  
Informant Position No. 
LFG1 
 
2 (4) • Managing Director  
• Strategy Group 
Manager 
1 • Partner (Private 
Consultancy – 
EXP1) 
24 
LFG2 
 
2 (3) • Chief Financial Officer  
• Chief Executive 
Officer Asia-Pacific 
1 • Senior Advisor 
(State Government 
Investment Agency 
EXP2) 
26 
 
LFG3 
 
3 (6) • Managing Director 
Asset Management 
Asia-Pacific 
• Chief Executive 
Officer Asset 
Management 
• Strategy Group 
Manager 
1 • Partner 
(Development and 
Construction EXP3) 
31 
LFG4 
 
3 (6) • MD China Region 
• Chief Financial Officer 
China Region 
• Strategy and 
Marketing Officer 
1 • Senior Advisor 
(Chinese Public 
Bank – EXP4) 
33 
LFG5 
 
2 (4) • Chief Financial Officer 
• Strategy Manager 
1 • Partner (Private 
Consultancy – 
EXP1) 
26 
SFG1 
 
2 (3) • Chief Financial Officer 
• Strategy Manager 
1 • Senior Advisor 
(State Government 
Investment Agency 
– EXP2) 
21 
SFG2 
 
3 (5) • Founder/Director 
• Principal 
• Executive Affiliate 
1 • Director (Bilateral 
Business Council – 
EXP5) 
17 
SFG3 
 
2 (4) • Founding Partner 
• Managing Director  
 
1 • Senior Advisor 
(National 
investment and 
development bank – 
EXP6) 
16 
SFG4 
 
2 (3) • Partner 
• Managing Director 
1 • Senior Advisor 
(National 
investment and 
development bank – 
EXP6) 
17 
SFG5 
 
2 (4) • Managing Director 
• Executive Chairman 
1 • Senior Advisor 
(State Government 
Investment Agency 
– EXP2) 
21 
LCG1 
 
2 (4) • Chairman/Chief 
Executive Officer 
• Vice President 
International Affairs 
• Executive Vice 
President /Chief 
Financial Officer 
• Chief Executive 
Officer North America 
1 • Partner (Private 
Consultancy – 
EXP1) 
30 
LCG2 
 
2 (4) • Chairman/President/ 
Co-founder 
• Chief Financial Officer 
1 • Director (Key arts 
body – EXP7) 
27 
LCG3 
 
2 (4) • Chief Executive 
Officer Japan 
• Chief Financial Officer 
Asia 
1 • Commercial 
Advisors (Creative 
Industries – EXP 8) 
34 
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LCG4 
 
2 (4) • Chief Executive 
Officer  
• Chief Financial Officer 
1 • Commercial 
Advisors (Creative 
Industries – EXP8) 
31 
LCG5 
 
2 (3) • Executive Vice 
President Strategy 
• Chief Executive 
Officer 
1 • Commercial 
Advisors (Creative 
Industries – EXP8) 
28 
SCG1 
 
1 (2) • Owner/Founder/Head 
Designer 
1 • Director (Key arts 
body – EXP7) 
8 
SCG2 
 
2 (3) • Operations Manager 1 • Director (Key arts 
body – EXP7) 
18 
SCG3 
 
1 (2) • Founder/Director 1 • Director (Key arts 
body – EXP7) 
13 
SCG4 
 
2 (5) • Director 
• Operations Manager 
1 • Director (Key arts 
body – EXP7) 
12 
SCG5 
 
 2 (2) • Chief Executive 
Officer  
• Director 
1 • MD (Global arts 
funding and 
advisory body _ 
EXP9) 
32 
Source: Based on case findings 
 
Memos 
 
Memos were used throughout the research as the primary tool for clarifying information and 
noting key observations in data collection and analysis (Miles & Huberman, 1994). Memo 
taking began with the define and design stage of research and ended with the conclusion of 
data analysis. Memos were stored and recorded in hard and soft copy in the case study 
database. This approach was important as it allowed the researcher to write summaries of the 
important themes or ideas that emerged during each stage of the research and discuss them 
with the two other researchers. Discussion between the three researchers allowed for 
researcher triangulation. This included the generation of new ideas, the 
confirmation/disconfirmation of the primary researcher’s findings, and the facilitating of 
multiple perspectives to ensure clarity and accuracy in ideas that emerged. The memos also 
assisted the researcher in keeping track of ideas for within- and cross-case analyses write up. 
The overall purpose of the memos was to strengthen the validity of the study.  
 
Creation of case study database 
 
A case study database was created as an efficient means of organizing and documenting the 
data collected in research. There were two separate elements to the case study database 
developed in the research: (1) the research data or evidence, and (2) the report of the 
investigator, in this case, the ‘thesis.’ It was important to separate this information so to 
distinguish between the objective data emerging from the research and the more subjective 
interpretation of the researcher. The first section of the database included interview 
transcripts, archival records, articles, news clippings, tables of cases and decisions, narratives, 
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case histories and memos. The second section included analytic reflections and data displays 
as interpreted by the researchers. For ease of retrieval, each of the twenty cases and nine 
expert informants had a separate container for storage of their information. In addition to this, 
soft copies of all information (where possible) were also kept in a secure drive on the primary 
researcher’s computer, again organized by case. A formal, presentable database was 
maintained so that investigators could review the evidence directly in analysis, and not be 
limited to writer case study reports. In this way, the creation of a case study database is 
important in ensuring the validity and reliability of the study.  
 
Maintain a chain of evidence 
 
To satisfy Yin’s (2008) third condition of data collection, a transparent chain of evidence was 
maintained from start to finish of the study. The primary means of providing the chain of 
evidence was the careful recording of memos (as mentioned above) and a chronology of all 
information reviewed for the research – from initial literature review to final case interview – 
including researcher’s notes. The purpose of providing the chain of evidence was to allow an 
external observer to follow the deviation of any evidence from the initial research questions to 
the ultimate case study conclusions. In addition, by employing the process approach to the 
case study method so that all records were also organized according to the time when they 
happened, the external observer should be able to trace research steps in both ways and across 
cases (Yin, 2008). 
  
Data Structuring 
 
As the final task of data collection to be completed prior to analysis, case study data was 
structured in the style dictated by the process approach. 
 
Restructuring and mapping the chronology of events 
Scholars have proposed the identification of three primary sources of data as relevant for data 
collection and analysis in process-based research (Van de Ven & Poole, 2005; Van de Ven 
and Englemen, 2004; Buttriss and Wilkinson, 2006): (1) the kinds of events taking place, (2) 
the sequences of events that occur over time and place and how they are or are not connected, 
and (3) the causal mechanisms or overall patterns that drive the flow of events. Events of 
interest to this study included those that related to the five stages of the FDI location decision-
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making process: problem/opportunity recognition, evaluation of task, set of alternative 
strategies developed, data collection and information processing and selection. To enrich data 
related to these events, research also included any critical events leading up to the 
opportunity/problem recognition stage and any critical events that followed the actual 
implementation of the FDI location decision. Beyond these two categories, however, there are 
many other events such as the formation of the firm, any mergers and acquisitions, the 
development of new social and business relationships, and access to particular information, 
which also emerged as influential in the FDI location decision. These are included as events 
of interest in this research.  
 
Following each interview and the collection of primary and secondary data sources, the 
researcher created a chronology of events for each firm. This chronology was arranged in 
tabular form, describing key events, actors, decisions and other variables concerning the FDI 
location decision (see: Table 4.7). For the most part, this included events and variables 
relating to the five stages of strategic decision-making put forth in the literature review 
(Chapter 2) and exploratory research (Chapter 3). However, any important events or variables 
directly relating to the decision were incorporated into the chronology, regardless of relation 
to the predefined decision-making stages and categories. Such events included the 
development of new network ties, changing competitive landscapes, regulatory changes and 
new personal connections.  
 
The chronology of events was used to create a decision-making model for each firm. The 
model comprised of a process diagram detailing the critical stages of the decision and a table 
providing greater detail regarding each stage (see: Figure 4.5 for an example of the decision-
making model). Within the table, key processes, actors, variables, and other important 
information were organized according to the key events in which they related. In a small 
number of cases, the decision-making processes did not follow a linear trajectory, which was 
addressed with minor adjustments to reflect the true nature of the decision. For the purpose of 
feedback and clarification, the chronology of events and decision-making models were sent to 
the key informant(s) when completed. This process assisted in resolving any ambiguities, 
filling any data gaps and obtaining additional information. When coupled with the interviews, 
this was an iterative process that generally resulted in more robust data collection. Multiple 
interviews minimized key informants recall bias and facilitated a sense of perspective among 
informants. This, in turn, assisted with insight into more advanced analytical concepts such as 
causal links, moderating effects and recognition of bias. The iterations were held at assorted 
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times following the primary interviews for each firm, and typically consisted of one to two 
iterations per interview. Supplementary and expert informant interviews were subjected to the 
same process of feedback and iteration and then triangulated with the relevant case data. The 
decision-making models and related notes served as the foundations from which discussions 
were built with informants during the iterative data collection process. 
 
After decision-making models were completed, a case history was written for each FDI 
location decision and sent to each informant for confirmation and clarification. All 
respondents returned or approved case histories with only minor clarifications. Valuable 
feedback was received and many important processes in the cases were clarified. The case 
histories provide a synthesis of what is known about each case (Miles & Huberman, 1994). 
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Table 4.7 – Chronology of the LFG1 Budapest FDI Location Decision 
 
Event Time Abstraction Variables Actors 
 
 1993 ‘Maastricht’ Treaty formalizes the 
European Union 
Regional environment  
Group Executive Committee meet 
and develop a strategy for 
expansion in Europe 
Global environment 
Industry environment 
Regional environment 
Firm characteristics  
Group Executive 
Committee 
 
 2005 First LFG1 subsidiary open in 
Budapest. 
Location variables 
Firm characteristics 
 
 
Stage 1 January 2006  Regional Executive Committee 
agree upon annual strategy for the 
group that include plans for 
European expansion 
Global environment 
Industry environment 
Regional environment 
Firm characteristics  
Regional Executive 
Committee 
Stage 2  MD and Strategy Group 
Management meet and decided 
upon parameters for the intended 
expansion/FDI in Europe. This is 
then presented to strategy 
researchers to develop a 
consideration set of potential 
locations for investment. 
Global environment 
Industry environment 
Firm characteristics 
Purpose of investment 
Network ties 
MD 
Strategy Group 
Management 
Stage 3 February 2006 Strategy researchers finalize 
consideration set and present to 
Strategy Group Management for 
approval.  
Global environment 
Industry environment 
Firm characteristics 
Investment task 
Location variables 
Network ties 
Strategy researchers 
Strategy Group 
Management 
Stage 4  Strategy Group Management and 
the MD meet and review the 
consideration set, deciding upon 
Paris and Budapest as the best 
possible alternatives for the 
investment.  
Firm characteristics 
Investment task  
Location variables 
Network ties 
Decision-makers 
Strategy Group 
Management 
MD 
Stage 5 March 2006 Regional Executive Committee 
meet and select Budapest as the 
final location for the FDI. 
Location variables 
Firm characteristics 
Investment task 
Network ties 
Decision makers 
Regional Executive 
Committee 
 July 2006 LFG1 Business services and 
technology center is opened in 
Budapest. 
  
 
Source: Based on case findings 
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Figure 4.4 - A Model of the LFG1 Budapest FDI Location Decision 
 
 
 
 
 
 
 
 
 
STAGE 1 STAGE 2 STAGE 3 STAGE 4 STAGE 5 
KEY EVENTS KEY EVENTS  KEY EVENTS KEY EVENTS KEY EVENTS 
Agreement to 
expand European 
operations further 
Assessment/ 
prioritization of 
key objectives 
and constraints 
 
Formation of a 
consideration set  
Further 
information 
collection and 
processing and 
evaluation of city 
consideration set  
Selection of city 
KEY VARIABLES  KEY VARIABLES KEY VARIABLES KEY VARIABLES KEY VARIABLES 
EXTERNAL 
-Global 
environment 
-Industry 
environment 
- Regional 
environment 
 
INTERNAL 
- Firm strategy  
- Firm structure 
- Firm networks 
 
 
EXTERNAL 
-Global 
environment 
-Industry 
environment 
- Regional 
environment 
 
INTERNAL 
- Firm strategy  
- Firm structure 
- Firm size 
- Firm networks 
- Purpose of 
investment 
 
EXTERNAL 
-Global 
environment 
-Industry 
environment 
- Regional market 
access 
- Operational 
costs 
- Proximity to 
other LFG2 
subsidiaries 
- Availability of 
skilled labor 
- Innovation 
 
INTERNAL 
- Purpose of 
investment 
- Size of 
investment 
- Mode of entry  
- Firm networks 
 
 
EXTERNAL 
- Regional market 
access 
- Set-up costs 
- Economic 
sentiment 
- Proximity to 
other LFG2 
subsidiaries 
- Taxation system 
- System and 
business 
infrastructure 
- Regulatory 
framework 
- Working culture 
 
INTERNAL 
- Firm strategy  
- Firm size 
- Firm structure 
- Firm networks 
- Organizational 
culture 
- Purpose of 
investment 
- Size of 
investment 
- Mode of entry  
 
EXTERNAL 
- Availability of 
skilled labor 
- ICT 
Infrastructure 
- Innovation               
- Set-up costs 
- Operational 
costs 
- Timely response 
- Taxation system 
- System and 
business 
infrastructure 
- Regulatory 
framework 
- Working culture 
 
INTERNAL 
- Organizational 
fit 
- Purpose of 
investment 
 
INDIVIDUAL 
- Decision-maker 
experience, 
knowledge and 
networks 
 
KEY ACTORS KEY ACTORS KEY ACTORS KEY ACTORS KEY ACTORS 
Regional 
Executive 
Committee  
Managing 
Director 
Strategy Group 
Management 
 
Strategy Group 
Management 
Strategy 
researchers 
Managing 
Director 
Strategy Group 
Management 
 
Regional 
Executive 
Committee  
TYPE OF 
ANALYSIS  
TYPE OF 
ANALYSIS 
TYPE OF 
ANALYSIS 
TYPE OF 
ANALYSIS 
TYPE OF 
ANALYSIS 
Financial and 
technical analysis  
 
Financial and 
technical analysis  
 
Cost-benefit 
analysis 
Financial and 
technical analysis  
 
Financial and 
technical analysis  
 
Stage 1.  
Opportunity 
recognition 
Stage 2. 
Evaluation 
of task 
Stage 3.  
Consideration 
set developed 
Stage 4. 
Information 
collection and 
processing 
Stage 5. 
Selection 
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4.4.3 Data Analysis Phase  
 
A four-step approach was adopted in the data analysis stage of research (Yin, 2009). Analysis 
began with the within-case analysis, a separate examination of each case within its individual 
context. The second step involved the development of a summary of the FDI location 
decision-making process for each case, including key insights and variables. The third step 
included developing case descriptions so to best bring together and communicate findings 
from the previous two stages. The final step of data analysis built from the first three steps by 
engaging a cross-case analysis to explore patterns and themes that had emerged in within-case 
analysis and any other key findings. To ensure quality in research, a four-pronged data 
analysis strategy was adopted in each stage: (1) relying on theoretical propositions, (2) 
developing case descriptions, (3) using multiple sources of data and, (4) examining rival 
explanations (Eisenhardt, 1989). The overall goal of the data analysis stage was to build a 
holistic understanding of the systems of action and sets of activities engaged in by actors to 
produce FDI location decisions (Tellis, 1997). 
 
4.4.3.1 Within-case analysis 
 
The purpose of the within-case analysis was to familiarize the researchers with the data and 
generate preliminary theory (Eisenhardt, 1989). As a result within-case analysis was 
conducted by linking case data to the theoretical propositions developed during the literature 
review (Chapter 2) and the exploratory research (Chapter 3). The analysis focused on three 
aspects: (1) confirmation or disconfirmation of each relevant proposition for each case, (2) in-
depth case descriptions, and (3) an exploration of new processes, variables and themes that 
may have emerged for each case. This approach facilitated the uncovering of new findings 
without diverging from the purpose of the research, or disregarding the potential importance 
of previously identified constructs. The in-depth case descriptions were used as the 
framework for organizing the case study and informing the decision-making process 
summaries in the following sections. The within-case analysis allowed for individual case 
patterns to emerge so that cross-case analysis could be used to generalize findings to theory. 
The multiple sources of data outlined in Section 4.4.2 provided the foundations for analysis. 
 
When confirming or disconfirming the relevant propositions for each case, pattern matching 
was used as a key analytical tool. The logic underlying such pattern matching compared the 
decision-making process and variables pattern with the one predicted through the literature to 
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determine whether the patterns coincided. Once it was discovered whether or not the patterns 
did in fact coincide, rival explanations were addressed. As there were no directly comparable 
theories of the FDI location decision, case evidence was instead compared with key aspects of 
the three mainstream theories of internationalization and the dominant strategic decision-
making theory to determine which framework better explained the findings. In addition to this 
examination of rival theories, six other rival explanations were also explored (see: Table 4.8) 
 
Table 4.8 – Rival Explanations 
 
 
Type of Rival 
Explanation 
Influence 
Craft rival Observation is the result of chance 
circumstance only 
Real-life rival An intervention other than the target 
intervention accounts for the results 
Co-mingled 
rival 
Other interventions and the target 
intervention both contributed to results 
Implementation 
rival 
The process of implementation is not 
substantive and, thus, intervention may 
account for results 
Rival theory A theory, different from the original, 
better explains the results 
Super rival A force larger than, but including the 
intervention, accounts for the results 
Societal rival Social trends – and not any particular 
force of intervention – account for the 
results 
Source: Yin (2003: 113) 
 
 
A multiple perspective analysis was used when conducting analysis and building case 
descriptions. This was important for three reasons. Firstly, it considers not just the voice and 
perspective of the key informants but also that of the relevant groups of actors and the 
interaction between them (Tellis, 1997). Secondly, it best allows for new variables, processes 
and themes to emerge. Finally, it answers the growing call in the literature for an 
interdisciplinary approach to FDI location decisions that engages multiple levels of analysis. 
The use of multiple sources of evidence greatly aided the task.  
 
A two-tiered approach was used to maximize the value of case descriptions in the within-case 
analysis. The first tier involved a rich description of the case; focusing upon the setting, 
drawing comparisons with prior research, establishing the meaning and effects of different 
frames of reference, identifying potential variability in the underlying causal variables and 
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evaluating the role that time played in the decision. The second tier consisted of direct 
observation and analysis of contextual effects; contextual effects were directly assessed 
focusing upon events, examining configurations, causal relationships and any other important 
findings (Rousseau & Fried, 2001).  
 
Each within-case analysis report was presented individually in Volume 2 of this thesis. 
 
4.4.3.2 Summary of the FDI location decision-making process 
 
A summary of the FDI location decision-making process at each firm was built from the 
chronology of events, decision-making models, and in-depth case descriptions mentioned 
previously. These summaries go beyond the five-stage model in order to put in pictorial 
form a holistic interpretation of the FDI location decision. More specifically, these 
summaries depict the specific processes, variables, and key events that led to each decision. 
The summary was consequently based on coding different types of decision-making 
processes, actors, variable groupings and events. Different color schemes, patterns and 
symbols were used to mark the process in terms of what processes of decision-making led to 
each key event in the decision; which variables influenced these process; and how many 
decision makers were involved in each decision. The summary provided greater clarity for 
the researcher in cross-case analysis. An example of a summary is found in Figure 4.5. The 
details below explain the meaning behind the summary. 
 
Basic structure of the diagram 
 
The structure of the summary diagrams was developed to focus upon the actual processes 
involved in each stage of the decision. This was because, (1) the variables influencing each 
stage of the decision had been examined previously, during data collection and the within-
case analysis (see: Figure 4.4 for example); (2) the process method denotes that event-driven 
explanations and research designs provide greater explanatory power than outcome-driven 
explanations (Aldrich 2001); and (3) previous research indicates that MNE research, and 
indeed research more broadly, requires greater attention to dynamics and processes through 
event analysis (Bora, 2001; Eisner & Peshkin, 1990; Tellis, 1997). As a data analysis 
strategy, Miles & Huberman (1984) suggest techniques, such as creating flowcharts or data 
displays, as of great assistance when examining the relationships between variables. As a 
consequence, a pictorial depiction of the FDI location decision was deemed most 
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appropriate for the study. The pictorial summary included the key aspects of decisions, as 
indicated by Shrivastava and Grant (1985): (1) decision-making stages, (2) type of analysis 
used in decisions, (3) number of decision makers, and (4) types of variables influencing the 
decision.  
 
Decision-making stages 
 
The core decision-making stages that led to the FDI location decision were represented with 
boxes. To clarify what type of analysis or decision making was used within each of these 
core stages, each box was shaded differently. Five different patterns were used to represent 
the five different types of analysis used in decisions: 
 
Table 4.9– Decision-Making Process Pattern Key 
 
Pattern Meaning 
 Cost-benefit analysis 
 Implementation of plans 
 Bargaining and negotiating 
 Intuitive and judgmental 
 Financial and technical analysis 
 
 
Decision-makers 
 
The number of key actors involved in the decision-making process depicted in each box is 
represented by the line(s) linking one box from another. Because it is the finalization of a 
decision at one stage that leads to the next stage of the decision-making process, this means 
that it is the line that is coming from, and not going into, the box that indicates how many key 
actors were involved in the decision. Four different patterns of lines were used to indicate the 
four variations in key actors involved in decisions: 
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Table 4.10– Decision-Maker Pattern Key 
 
Pattern Meaning 
 Individual decision 
 Group decision 
 Firm decision 
 3rd-party decision 
 
Decision-making variables 
 
The variables that had a noteworthy influence on each stage of the decision are represented by 
the color of the lines that link one stage of the decision-making process to another. The 
variables were grouped according to the sub-grouping derived from the literature review 
(Chapter 2), the exploratory research (Chapter 3), and the primary research (Chapter 5). A 
more detailed explanation of which specific variables influenced the decision was outlined in 
the decision-making model that accompanied the summary. If more than one group of 
variables had a significant impact on a single stage of the decision, multiple lines were drawn. 
This is depicted in the example summary in Figure 4.5. Seven line color variations were used 
to illustrate the seven groupings of variables influencing decisions: 
 
Table 4.11 – Key Variables Color Key 
 
Color Meaning 
Red Global variables 
Aqua Regional variables 
Blue Industry variables 
Green Location variables 
Yellow Firm variables 
Orange Investment-task variables 
Purple Decision-maker variables 
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Context 
 
As the important final component of the summary of the FDI location decision-making 
process, the context of the FDI location decision was summarized into tabular form. Initially 
the researchers attempted to include contextual factors into the process diagram. Yet, this 
resulted in a convoluted and complex illustration that hindered, rather than facilitated, 
analysis. It was instead decided that the original FDI location decision-making model would 
be updated to succinctly reflect the context of each decision. Contextual variables were again 
categorized according to the literature and exploratory research. Details regarding decision-
making processes were also contained in a separate table from the summary. This table 
followed the same format as that which was employed in the exploratory research (see: Table 
3.1). In this way, these two tables acted as supplementary references for the summary diagram 
of the FDI location decision.  
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Figure 4.5 – Summary of the FDI Location Decision – LFG1 
 
Source: Based on case findings 
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4.4.3.3 Cross-case analysis 
 
The cross-case analysis required a synthesis of findings from the within-case stage and 
previous research. The technique employed for this synthesis first treated each case as a 
separate study, and then aggregated findings across all cases. In this way, the cases were 
treated as a series of experiments, with each case serving to confirm or disprove the 
propositions and emerging themes. The aggregation of findings involved pattern matching 
logic and explanation building (Yin, 2009). The iterative process of case evidence assessment 
was used to extend and refine the initial model and propositions (Chapter 3). Triangulation of 
researchers, theories, data and evidence was used to ensure accuracy and validity in the cross-
case analysis (Feagin, Orum & Sjoberg, 1991). 
 
The researcher began by collecting the data and analyzing the decision-making processes 
(e.g., key stages, actors, events) leading to the FDI location decision in the small size financial 
services cases. Literal replication was achieved by the third case, however two additional 
cases were examined to strengthen findings. This process was replicated with large size 
financial services, small size creative and large size creative firms. Under these different firm 
contexts, literal replication was achieved by the third, fourth and fourth cases respectively. 
Again, five cases were examined to ensure confidence in the findings.  
 
Next, data was collected and analyzed with regard to the role of different variables (e.g., 
external, internal and individual) on FDI location decision-making processes at small size 
financial cases. The list of key variables for each stage of the decision (e.g., the table of 
Figure 4.4) for each case was compared to explore similarities and differences. Literal 
replication was achieved when the researcher reached the second case; however, to maintain 
consistency with the first stage of cross-case analysis, a further three cases were also 
examined. This process was again replicated with relation to the remaining firm categories, in 
which five cases were examined in each category after literal replication was achieved at three 
cases in each context. The sample served to confirm and/or disconfirm propositions 2a, 2b 
and 2c of the research and new themes case by case. 
 
The five-stage decision-making process model at each firm was then compared and contrasted 
with models of other cases according to firm size, firm industry and purpose of investment for 
theoretical replication. This process was then repeated, but with a focus on groupings of 
variables involved within the decision (as illustrated by the table corresponding to the model). 
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While analyzing the predicted patterns in decision-making processes and variables, a number 
of unaccounted for patterns emerged and these too were explored further. The researcher was 
particularly interested in changes in which variables were most important in decisions, 
analytical and assessment processes in decisions, and any interdependencies between 
variables and/or processes. The sample served to confirm and/or discount the propositions of 
the research and new themes case by case. Data collection and analysis stopped at the 20th 
case as the researcher found strong evidence and confirmation concerning the variables and 
processes influencing the dynamics of the FDI location decision.  
 
Analytic manipulations were used to help make sense of the case data (Miles & Huberman, 
1994). This included the use of tabulations of information into different arrays and 
event/decision-making stage mapping, as discussed above. From the analytic manipulations of 
the within-case analyses and the key research propositions, a number of important themes 
were noted and coded for within cross-case analysis. These codes were then used to assist in 
pattern matching in analysis. The pattern matching logic compared the observed pattern of the 
cases with the predicted patterns of the propositions and other coded themes. After this logic 
was employed in pattern matching, rival explanations for the patterns were explored for any 
matches. Because FDI location decision processes are a fluid and highly complex phenomena, 
the primary concern in addressing rival explanations was the degree to which the overall 
observed pattern of results matched rival explanations, and not differences between specific 
mutually exclusive independent variables, as is often the case with experimental methods and 
different phenomena (Campbell, 1975).  
 
Explanation building enabled the researchers to analyze emerging themes in the case data by 
building explanations based on key contextual differences between cases. Explanations of 
each case and case context were built by stipulating a presumed set of causal links about it. 
The causal links were built in narrative form, to best incorporate multiple levels of analysis 
(e.g., external, internal, individual) and to suit the data that emerged from the multiple cases. 
To ensure quality in analysis, explanations were built from theoretical significant 
propositions. The process of explanation building was, again, iterative in nature. The final 
explanation of differences in FDI location decisions and variables resulted from making a 
statement about the FDI location decision, comparing findings of the initial case against the 
proposition, revising the propositions, comparing other details of the case against the revision, 
comparing the revision against the facts of the other relevant cases (for theoretical and literal 
replication), and repeating this process as many times as was required. This explanation 
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building method differed from the other pattern matching techniques detailed in the above 
section, as in many cases the final explanation was not often that which was stipulated at the 
beginning of analysis. In other words, this was of particular use for analysis of new and 
emerging themes. A strong chain of evidence was employed to ensure quality in this method. 
 
The two secondary researchers independently reviewed the within-case and cross-case 
analysis in the aim of achieving consensus in the interpretation of the cases. For the most part, 
the focus of the analysis was not interpretive in the sense that the researcher did not seek to 
understand the way respondents interpreted events and outcomes, so much as to develop and 
understand the history of each FDI location decision and the dynamics of each firm’s 
decision-making processes. This researcher triangulation was complemented by theory 
triangulation as the researchers compared the case evidence with the three mainstream 
theories of internationalization to determine whether these theories explained the results 
better.    
 
4.4.3.4 Developing case descriptions 
 
Case descriptions comprised the final component of data analysis process. The case 
descriptions provided a descriptive framework for organizing the outcomes of the research. In 
particular, the descriptions greatly assisted in classifying the main ideas and findings from the 
research according to the research propositions developed in Chapter 3. The case descriptions 
are found in the results and discussion chapter, Chapter 5. 
 
Table 4.12 summarizes the tactics used to ensure a quality research design in the research. 
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Table 4.12 – Case Study Tactics for Quality Research Design 
 
 
Tests Case Study Tactic Phase of research in 
which tactic occurs 
Construct 
validity 
Use of multiple sources of evidence (i.e., interviews, 
archival records, documentation, websites, informal 
observation, questionnaire). 
 
Key informants review chronology of events, FDI 
location decision-making model, case history and 
draft case study report. 
 
Refine case study protocol through exploratory 
research and literature review to ensure constructs 
appropriately measured/communicated. 
Data collection 
 
 
 
Data collection 
 
 
 
Research design 
Internal 
validity 
Engage pattern matching to evaluate theoretical and 
literal replication across cases and explanation 
building. 
 
Engage an iterative process of explanation building 
that built from theory and multiple sources of 
evidence.  
 
Address rival explanations of internationalization and 
strategic decision making. 
 
Used time series to develop a chronological 
understanding of the processes under investigation. 
 
Data analysis 
 
 
 
Data analysis 
 
 
 
Data analysis 
 
 
Data analysis 
External 
validity 
Analytical generalization - use of replication logic in 
case selection for multiple case studies, and in 
explanation building. 
 
Heavy reliance on theoretical propositions and 
established methods in every stage of research. 
 
Clear chain of evidence established from case design 
to data analysis. 
 
Research design 
and data analysis 
 
Research design,  
data collection 
and analysis 
 
Research design, 
data collection 
and analysis 
Reliability Used a case study protocol for consistency in 
exploratory and primary research. 
 
Supplementary interviews were conducted with 
additional key informants and expert informants to 
validate key findings. 
 
Developed and formally assembled all evidence into 
a case study database, including notes, transcripts, 
tapes, and other documents. 
Data collection 
 
 
Data collection 
 
 
 
Data collection 
Source: Adapted from Yin (2008) 
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4.4.4 Validity and reliability issues 
 
Four interconnected tests of quality in social science research methods include: construct 
validity, internal validity, external validity and reliability (Yin, 2008). How each of these 
concepts translates in the context of the multiple case study approach and how each test was 
addressed in the research is discussed below. 
 
Construct Validity 
 
Construct validity requires identifying the correct operational measures for the construct being 
studied. The principle of construct validity has been a particular challenge in case-study 
research, as case-study investigators have often been criticized for failing to develop 
sufficiently operational sets of measures in research and so-called ‘subjective judgments’ are 
used to collect data. To meet the requirements of the construct validity test, the research 
identified key research phenomena in terms of specific concepts, related them to the original 
objectives of the study and identified operational measures that match the concepts 
(Eisenhardt, 1989). In addition, triangulation of multiple sources of evidence was used in the 
study to essentially provide multiple measures of the same phenomenon. Finally, key 
informants and expert informants were asked to review the chronology of events, the FDI 
location decision-making model and case history to strengthen construct validity. For 
example, the construct ‘firm strategy’ was observed in many key informant descriptions of the 
first stage of the FDI location decision, problem recognition. Although this construct has been 
widely recognized in the literature, and was refined during both the literature review (Chapter 
2) and exploratory research (Chapter 3), the researcher conducted additional validation 
activities to ensure its applicability to each case context. One method of doing so was by 
understanding and mapping the key stages of each case’s FDI location decision. By doing so, 
the researcher identified and crosschecked the presence or absence of certain constructs in the 
FDI location decision-making process according to multiple sources of evidence. 
 
Construct validity was, therefore, ensured by the combined use of the four strategies 
mentioned earlier. They can be summarized as: (1) identifying key research phenomenon in 
terms of specific concepts and relating them to the objective of the study (i.e., variables 
influencing the FDI location decision, key decision-making processes), (2) identifying 
operational measures that match the concept demonstrating that the selected measures of these 
changes do indeed reflect the changes that have been selected, (3) triangulating multiple 
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sources of evidence, and (4) triangulating multiple key informants. Key constructs were then 
subjected to a series of questions relating to construct validity in narrative tests. An example, 
using the construct of decision-making processes is found below in Table 4.13. 
 
Table 4.13 – Review of Construct Validity 
 
KEY RESEARCH PHENOMENON: Decision making 
KEY CONSTRUCTS: Decision-making aims, Type of analysis used in decision making, Decision-making 
orientation/motivation 
Test Question Answer 
Narrative 
construct 
comparability 
(1) Do constructs have the same 
meaning at this study site as in past 
research? 
(1a) Decision-making constructs sourced from 
Shrivastava and Grant (1985), cited by 172 
pieces of work.  
(1b) Validated by three researchers with 
independent research experience. 
 
Points of view (1) On which frame of reference 
does the study focus?  
(2) What efforts were taken to assess 
the impact of their point of view on 
research observations and results? 
 
(1) Decision-maker frame of reference. 
 
(2) Use of multiple informants and third-party 
expert informants to triangulate data. 
Representativeness (1) How do the samples involved 
compare with those used in previous 
studies of these constructs? 
(2) How does the sample impact the 
interpretation of results and the 
implications of the study? 
(1) Previous studies: Executive level decision-
makers (same), Variety of locations (same), 
Predominantly large size firms (different), 
Range of industries (same/with different focus 
on creative). 
(2) Results and implications of the study will be 
specific to sample groupings.  
 
Range restriction (1) How have selection or situation 
effects affected variability? 
(1) Decision-making processes likely to vary 
across context (however this is the intention of 
the research). 
 
Time (1) On a historical basis, when were 
data collected and what were the 
institutional factors operating then? 
(2) What was the duration of the 
observations? 
 
(1) 2008-2010: pre- and post-Global Financial 
Crisis. 
 
(2) Between 6 months and 5 years 
Levels (1) What characteristics of decision 
makers, firms and the larger setting 
can be useful in comparing this 
sample to those used by other 
researchers? 
 
(1) A wide variety of different decision maker, 
firm and external contexts were sampled in the 
research and, as a result, findings can be 
compared to a wide variety of past studies. 
Source: Adapted from Rousseau & Fried (2001) 
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Internal Validity 
 
Internal validity seeks to establish a causal relationship whereby certain conditions are 
believed to lead to other conditions, as distinguished from spurious relationships. Primarily 
important for explanatory cases because of the focus on causal relationships, the second 
concern of internal validity in case research extends to the broader problem of making 
inferences (Yin, 2008). Case studies require inference every time an event cannot be directly 
observed. As a result, internal validity in case study requires focusing on understanding 
patterns rather than generalizing to universal populations (Maxwell, 1992). Pattern matching, 
which involved comparing empirically-based patterns with predicted ones, was subsequently 
used as the primary means of ensuring internal validity in the study. Because pattern matching 
forces investigators to look beyond initial inferences to see impressions and evidence through 
multiple lenses, when patterns matched, validity was strengthened (Eisenhardt, 1989). The 
development of the chronology of events, FDI location decision-making models, and 
summaries of the FDI location decision for each case allowed the researcher to observe the 
causal linkages of events and inter-relationship between variables at different levels of 
analysis. For instance, by examining the summary of the FDI location decision at LFG1 in 
Figure 4.5 the researcher can see how variables at different levels of analysis: individual, 
internal and external; interact at different stages of the decision and with different decision-
making processes. The research also employed explanation building to pursue internal 
validity. This process of comparing an initial theoretical proposition with evidence from an 
initial case and then revised based on the initial and subsequent cases, ensured literal and 
theoretical replication in the cases. Finally, rival explanations were explicitly addressed and 
ruled out on the basis of case evidence. This involved, for example examining whether one of 
the dominant theories of MNE behavior – Uppsala, Eclectic or Network perspectives – could 
better explain the FDI location decision.  
 
External Validity 
 
External validity relates to defining the domain to which a study’s findings can be 
generalized. In the context of case studies, external validity relies on analytic generalization 
rather than statistical generalization, or the generalization to theory rather than populations. 
Thus, case study research, including this research, pursues external validity through 
replication logic, the replication of findings in different contexts. For this research, this 
involved assessing the theoretical propositions with additional cases, where it was predicted 
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that the same results should occur (literal replication) or that different result should occur for 
predictable reasons (theoretical replication). This was achieved by sampling different size 
firms (i.e., large size and small size) which engaged in different industries (the financial 
services and creative industries).  
 
Reliability 
Demonstrating reliability within a study equates to demonstrating that the operations of a 
study – such as data collection and analysis procedures – can be repeated with the same 
results. Reliability was achieved in this research through the development of a clear and 
structured case study protocol, case study database and chain of evidence. Interviews with 
multiple informants for focal cases, including third-party expert informants, as well as cross-
checking with published sources such as newspaper and magazine archives and internet 
sources also helped increase the reliability of the data emerging from each case.  
 
4.5 Summary  
The purpose of this chapter was to describe the methodology used to refine the propositions 
and model developed in Chapter 3. This involved describing the rationale for using process 
approach within the multiple case study design framework, the actual implementation of the 
research process and method of analysis and steps taken to ensure the validity and reliability 
of the study. The results are presented and discussed in Chapter 5.  
 
 
 
  150 
Chapter 5 - Results and Discussion  
 
 
This chapter contains the cross-case analysis and findings of the primary research. The 
chapter will begin with a summary of the four key features of the FDI location process that 
were identified in the exploratory research and analyzed in depth within and across primary 
research cases (Figure 3.4.2). Then, each feature will be discussed in greater detail with 
reference to how it fits with the conceptual framework developed in Chapter 3 that was based 
upon Beach and Mitchell’s (1978) contingency model of strategic decision making. The 
structure of the cross-case analysis and findings follows the same structure as the conceptual 
framework. Accordingly, first the primary characteristics of the FDI location decision process 
and how it varied across decision context are outlined; second, a taxonomy of the decision 
context: including characteristics of the environment that are external to the firm, internal to 
the firm, and individual to the decision maker is developed; third, contingency effects, or 
patterns observed in the variance in case FDI location decision-making processes are 
identified; and fourth, links between the characteristics of the environment and the different 
models of FDI location decision making observed in the case research are devised. Once the 
relationship between context and FDI decision processes has been established, the key 
determinants of FDI location and measures of location attraction are explored. The chapter 
concludes with a general summary of the findings presented in the research and how they 
correspond with the extant research base. Findings from the cross-case analysis will be 
brought together in the next chapter (Chapter 6) to discuss the research propositions and build 
a revised conceptual model of the FDI location decision. The within-case analysis and a 
profile of individual cases are presented in a separate volume (Volume 2) of the thesis.  
 
5.1 Features of the FDI Location Decision 
 
The cross-case findings provide an in-depth account of the four features of the contingency 
framework for FDI location decision-making, identified by the exploratory research as 
important (Chapter 3):  
 
1. the decision process,  
2. the decision context,  
3. contingency effects and 
4. location 
 151 
 
The findings strengthen our understanding of the nature of the FDI location decision-making 
process, the context within which the decision is made, the relationships between key 
contextual variables and decision-making processes, and the factors that determine final 
location choice. An overview of these four elements is provided below, followed by a more 
detailed explanation of each element and its constituent variables. 
 
5.1.1 The decision process 
 
First, the findings identify the decision-making rules and procedures that constitute the FDI 
location decision process. In this research a decision making rule is a means for aligning a 
decision with a known objective and outlining the steps by which a decision will be reached. 
A decision procedure is the series of actions conducted in a particular manner as dictated by 
the decision-making rule to achieve the known objective. FDI location choice is shown to 
result from a five-stage pattern of decision-making procedures, driven by the pursuit of 
maximum subjective expected utility (Savage, 1954). 
 
Expected utility was not a simple function derived from monetary costs and benefits. It 
included a variety of qualitative and subjective factors dependent on the decision 
environment. What is defined as being of most ‘utility’ for each decision is therefore defined 
by context: the characteristics of the external environment, characteristics of the firm, 
characteristics of the investment task and characteristics of the decision maker(s).  
 
The order of the five stages of organizational procedures is of pivotal importance as each 
stage is inextricably linked, the conclusion of one shaping the beginning of the next. The 
dynamics of the FDI location decision process are identified as a critical, yet often neglected, 
component of the FDI location decision (Aharoni, 1966; Buckley et al., 2007; Mudambi, 
1995; Mudambi & Navarra, 2003; Nachum, 2000). The staged approach to FDI location 
choice, interrupted processes, cycling between stages, emerging considerations and timing, 
are all found to minimize the relevance of rational or predictive approaches to FDI location 
choice. 
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5.1.2 The decision context 
 
Second, a taxonomy of the FDI location decision context is developed. This taxonomy 
identifies key factors that are external to the firm, internal to the firm, and individual to the 
decision maker that play an important role in the FDI location decision-making process. Then, 
the relationships between each of these variables and elements of the decision-making process 
are outlined and explained. Factors that are internal to the firm are found to have the greatest 
role in shaping FDI location decision processes. Factors from each level of analysis are found 
to contribute equally to shaping the location content, or location choice sets, of decisions.  
 
5.1.3 Contingency effects 
 
Third, specific characteristics of the FDI location decision-making process are identified that 
vary according to case context. Decision processes are found to be driven by one of five 
alternative decision-making rules, and differ according to nine features of decision-making 
procedures. As a result of observing the variance in decision-making processes, five key 
patterns in decision making emerge. These key patterns are identified as decision-making 
models, each representing a different approach to decision making, based on such factors as 
rules, analyses, organizational activities and orientation. The five models differ from each 
other according to a number of firm-level contextual variables. These contextual variables 
were grouped by analysis into five clusters, which account for the greatest variance in the five 
decision-making patterns. These findings regarding the way in which firm-related variables 
contribute to five different decision-making models pose challenges to the conventional linear 
view, discussed in the exploratory research (Chapter 3), based upon firm size and industry, 
and suggest the need for a refined contingency model of FDI location decisions, as elaborated 
in Chapter 6. 
 
5.1.4 Location  
 
Finally, the cross-case analysis draws on case findings to clarify the location content of the 
FDI, and to identify each of the factors that shape and limit location choice. Drivers of 
location are defined as anything that effects a change on the location focus and location 
content of a FDI location decision. These are most commonly factors that alter measures of 
location attractiveness and how the location content of the decision is decided upon, i.e., how 
 153 
the initial consideration set of locations for FDI is developed. Twenty-three indicators of 
location attraction, three primary determinants of location content, and four constraints are 
identified that illustrate where consideration sets for FDI come from and how they are 
reduced to result in eventual choice. The three determinants define the parameters for what 
locations are to be considered in the decision, and the four constraints work to limit or 
interrupt the rational progression towards final FDI location choice set out by the 
determinants. The specific drivers of location under different decision contexts, as represented 
by the five decision models, are identified to give an indication as to how location choice may 
differ in predictable ways. A stepwise approach to FDI location choice is outlined, identifying 
which types of location considerations, and which indicators of location attraction in 
particular, are important at each stage of the decision. 
 
Overall, data from the cases in the primary research provides a more deliberative 
understanding of the process by which managers within firms make FDI location decisions 
than has previously been made available in international business research (Devinney, 2011). 
By incorporating the influence of behavioral and contextual factors into analysis, this 
understanding challenges and extends the assumptions of the traditional economic decision-
making model so that it has greater applicability in the complex environmental context of FDI 
location decisions.  
 
5.2 The FDI Location Decision-Making Process 
 
In each case FDI location choice was the result of a continuous, dynamic process of decision 
making, implemented by members of the organization from various functional backgrounds. 
Like other strategic decision-making processes (see: Beach & Mitchell, 1978), the FDI 
location decisions studied were characterized by two interrelated features: (a) the set of 
procedures that the decision-maker or decision-making group engaged in when attempting to 
select among courses of action, and (b) a decision rule that dictated how the results of the 
procedures engaged in would be used to make the actual decision. Although the specific 
features of focus case decisions differed according to both these dimensions, a pattern of 
decision-making procedures and rules was observed across all cases. These are detailed 
below. 
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5.2.1 Broad Characteristics of the FDI Location Decision 
 
The Decision-Making Process: Procedures. 
 
The same sequential pattern of organizational activities was identified in each case. The 
patterns of organizational activities included (in chronological order):  
 
 
1. the opportunity recognition/problem familiarization activity,  
2. the evaluation of task activity,  
3. the solution building and the development of alternative location strategies,  
4. the data collection and information processing activity, and  
5. the selection or decision outcome and implementation activity.  
 
While in some cases the decision context required that a certain organizational activity be 
revisited for the purpose of clarification or unseen intervention, the progression from one 
activity to the next was not possible without completion of the previous activity. Accordingly, 
it is possible to identify these activities as the five broad stages of FDI location decision 
making, portrayed in Figure 5.1. This corresponds with established models of decision 
making in international business (see: Kumar & Subramaniam, 1997) and strategic decision-
making theory more broadly (see: Beach & Mitchell, 1978; Shrivastava & Grant 1985). Key 
features of each of the five stages of the FDI location decision are specified in Section 5.2.1, 
below. The significance of the sequential process is detailed later in Section 5.2.2.  
 
 
Figure 5.1 – The Five Stages of the FDI Location Decision-Making Process 
 
 
 
 
 
 
 
 
 
 
Source: An adaptation of Kumar and Subramaniam (1997) based on case findings. 
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Stage 1. Problem/Opportunity Recognition  
 
The first stage of the FDI location decision was marked by the identification of a discrepancy 
between the desired and existing overseas presence of the organization. In order for this to 
materialize into a formal decision-making process, a strong primary initiating force was 
required to drive this discrepancy, whether in the form of a problem or an opportunity. In line 
with Aharoni’s (1966) classifications, initiating forces in the case studies were grouped as 
either those that stemmed from within the organization, or those exogenous to it.  
 
Initiating forces that came from within the organization included: 
 
1. Drive of an influential decision maker: a key decision-maker or decision-making 
group for one reason or another believes the company should be more international 
in scope. 
2. Drive of a predetermined internationalization strategy: a firm has a well-defined 
internationalization strategy that requires the review and implementation of further 
expansion at previously defined points in time or development. 
Initiating forces that stemmed from the external environment included: 
 
1. An outside proposal: e.g., foreign governments, distributors or suppliers of the 
company’s products, clients, and other network contacts. 
2. Fear of losing a market and/or ‘band wagon’ effect: the extreme success of 
competition in a particular market or the general belief that investment in some 
area is essential to the firm’s success (Knickerbocker, 1973). 
3. Strong competition from abroad in the home market" 
In addition to the primary initiating forces that provided the initial impetus for beginning the 
opportunity search and location decision-making process, in many cases auxiliary forces also 
assisted in motivating decision makers towards more in-depth consideration of FDI (Aharoni, 
1966). Auxiliary forces were used as a ‘point of sale’ by the proposer or advocate of the FDI. 
Although such factors did not by themselves provide sufficient reason to begin the 
opportunity search process, they often acted as a catalyst to enhance the primary forces.  
 
Auxiliary forces observed in the focal cases included: 
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1. Creation of a new market for products and services 
2. Utilization and capitalization of existing resources and capabilities: spreading of 
research and development and other fixed costs 
3. Newly available resources 
4. Return to a lost market 
5. Key decision-maker support and/or advocacy 
The influencing power each force had on the adoption of an opportunity search and location 
decision process was heavily reliant on synergy with other aspects of decision context such as 
the firm’s general openness to investment. However, the impact of context was most strongly 
felt on the impact of decision-maker support for FDI. In cases where the decision-making 
structure was more autocratic, the drive of an influential decision-maker was significant 
enough to initiate a decision on its own. In cases where the level of decision-maker autonomy 
was lower, key decision-maker support served only as an auxiliary force, useful in facilitating 
the adoption of a stronger primary initiating force.    
 
The aforementioned primary and auxiliary forces summarize the key driving forces that 
instigated the FDI decision and,  therefore, the FDI location decision, in all of the cases. 
Corresponding with, and building upon, findings in extant literature (see: Aharoni, 1966), 
these forces played a pivotal role in the FDI location decision process. However, in each case 
the initiating forces were the result of a much longer chain of events, incomplete information, 
the activities of different actors, and a combination of several motivating forces, hence it was 
difficult to attribute the commencement of the FDI location decision-making process to just 
one cause. The CFO at LFG5 explains:  
 
I’m not really sure if I can isolate the exact point when we decided to pursue 
the offshoring strategy. I mean the strategy itself was developed years before 
we looked into it in any depth. A lot of the information that was used in 
decision-making processes was collected for the organization long before the 
formal process began; our people are always out there looking for 
opportunities for investment. I guess you would have to say when the 
management team signed off on the search process, and that was partly 
attributable to the operating environment at the time. But that doesn’t really 
seem sufficient. 
 
In the same way, although some initiating forces resembled chance opportunities (similar to 
those discussed in the exploratory research), they were actually the result of a longer, 
deliberate search process. Furthermore, the impact of these forces was always relative to the 
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context it encountered, including previous events in the firm or decision maker’s history, or 
on their relative importance compared to other pressing organizational issues.  
 
Consider the following examples: At case SCG4 the initiating force that started the decision 
was an outside proposal by an existing customer to establish a business in Los Angeles. This 
proposal was not, however, the first put forth to SCG4. Instead, it was really the existence of 
newly available resources, the drive of the key decision-maker at SCG4, and the growing 
numbers of outside proposals from internal and external networks available at the time of the 
Los Angeles proposal that inspired the decision to invest.  
 
At LCG5 the link between the initiating force and the decision to begin the FDI location 
decision process was even more tenuous. The initial opportunity for FDI was only uncovered 
after industry and global environmental concerns forced a review of the company’s existing 
resources. This, in turn, uncovered the potential benefits in returning to the lost Japanese 
popular music market. Furthermore, without the drive of a small group of decision makers at 
regional headquarters, the FDI location decision would not have gone ahead at all.  
 
From the primary and auxiliary initiating forces, several separate and competing ‘problem-
solution sets’ or ‘opportunity-solution sets’ were generated. Again, the consideration sets 
were set out by the interaction between a number of forces, namely how the particular 
decision-making actor or group interpreted the needs of the firm in light of the external 
operating environment. Each consideration set contained one view of the problem or 
opportunity and one primary solution, and often FDI was included as part of only one of the 
sets. In a number of cases the decision to consider FDI was a specific decision to look at the 
possibilities of a specific investment in a specific location, not a general resolution to search 
the globe for FDI opportunities (e.g., LFG1, LFG4, SFG2, SFG4, LCG1). In such cases the 
number of consideration sets facilitated by the initiating force was much smaller than the 
number of consideration sets initiated in focal companies motivated by a general desire to 
expand (e.g., LFG2, LFG3, SFG1, SFG5, LCG2, SFG5).  
 
During this stage the instigators of the FDI decision introduced other key actors in the 
organization to the problem or opportunity and gave them the chance to contribute thoughts 
on the situation until action was required. These ‘conditions for action’ included such things 
as the emergence of one set of strategies as dominant, support for strategy from a powerful 
decision maker, reaching a deadline for action, the precipitation of a crisis due to escalation of 
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one of the identified problems, the availability of resources for implementing one of the 
proposed strategies, and other conditions peculiar to the particular organization (Shrivastava 
& Grant, 1985). In cases where the intended FDI was the firm’s first foray into international 
markets, the initiating forces and conditions for action required for the FDI solution set to be 
selected over other forms of investment was required to be much stronger than in cases that 
had prior experience of FDI. This was necessary so that the FDI could irrefutably justify the 
allocation of additional resources not required by domestic investments and therefore be 
considered according to its own merit and not rejected a priori. The first stage of the FDI 
location decision ended with the tentative decision for FDI and a broad definition of the FDI 
location task. 
 
Evaluation of Task 
 
The focus of FDI location decision task at case firms then shifted to formal processes of 
decision making, beginning with an evaluation of task activity. The variables chosen to be 
evaluated, the depth and scope of the evaluation and the assessment of various impediments 
to the FDI all depended to a large extent upon the nature, basis and magnitude of the 
corresponding initiating force and the perception of the investigator about the type of problem 
posed by this force. Additionally, precedents set by previous decisions and other existing 
forces in the firm also helped to shape the subsequent decision-making processes. In some 
cases (see: LFG5), the initiating forces were so strong that they led to an almost immediate 
decision on where to invest. In these cases the purpose of the FDI location decision-making 
process was to find a sufficiently good way to implement and execute the decision at the 
earliest time possible. In other cases, where an outsider presented the opportunity and relevant 
data to the firm, there was only a tentative decision to check possibilities and the focus was on 
speed of implementation (see: SCG2).  
 
The evaluation of the FDI location decision task required the exploration and consideration of 
a host of factors. Some of these factors were peculiar to foreign investments; others were part 
of the analysis of any investment opportunity. The factors that were peculiar to FDIs were 
those stemming from differences in the parent and potential host country environments, as 
well as those relating to the idiosyncrasies of multinational operations. The first factors to be 
considered were the requirements associated with the FDI location task. These requirements 
needed to be deduced by first outlining the core components of the task, otherwise known as 
the ‘system’ in which the FDI would be implemented. In evaluating the requirements for the 
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FDI location, the decision-maker asked such questions as, “What factors that affect the FDI 
location have to be considered?” and “Where can information on these factors be obtained 
from?” and “How much is it going to cost to get this information?” (Kumar & Subramaniam, 
1997).  
 
Once this list was compiled, it was then prioritized according to organizational need and a 
formal FDI location strategy plan was built in order to move to the next stage in the decision. 
Requirements of the task often included indications of how potential host locations might be 
assessed at later stages of the decision. It is important to note that the notion of evaluation as a 
systematic and independent act at this early stage in the decision is misleading, even though 
the processes followed as part of the evaluation of task stage in focal cases appear methodical 
and objective. The second stage of the FDI location decision was more a matter of refining 
opportunities to the point of action and formulating a viable alternative through heuristics and 
satisficing, rather than evaluating some pre-specified set of alternatives. This pattern was 
evident across the twenty focal cases, regardless of context. 
 
Consideration Set Development 
 
Decision making then changed focus to concentrate upon the development of solutions for the 
initial FDI problem or opportunity. At this stage, a number of solutions that may or may not 
have been part of the original consideration set were then generated and evaluated with 
reference to the plan developed in the previous stage of the decision. Solutions developed 
were organized into a consideration set, or list of ‘best-fit’ locations, and corresponding FDI 
implementation strategies for later review. Because of the sheer number of factors and 
potential host locations that may be considered when developing a set of potential alternatives 
for FDI, case firms decided that gathering and checking information about all of them was 
neither a practical nor a worthwhile task to undertake. Apart from the substantial financial, 
time-related and human resources that would be required to conduct such a thorough 
investigation, it could not even be guaranteed that more detailed examinations would lead to a 
reduction in the level of uncertainty. Therefore, confronted with the boundless alternatives 
and factors to consider when making a FDI, case decision makers did not even attempt to 
collect all available information but instead made their decisions on the basis of only partial 
information, selected according to the priorities and constraints outlined in the evaluation of 
task stage and decision rule. If required in later stages of decision making, additional data was 
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compiled as necessary. The complexity of the consideration set development task is described 
by the Managing Director (MD) at SFG5: 
 
It’s really a balancing act. You need to make sure the consideration set ticks 
the necessary boxes, and that your information is accurate in saying that it 
does tick the right boxes, but you don’t want to waste unnecessary time and 
resources researching everything, and checking every possible location. You 
have to make some informed guesstimations. I mean, your strategy is to 
provide a particular service to profitable markets, it doesn’t take an expert to 
work out possible places to invest in. 
 
The generation of the consideration set of potential host locations for the FDI was delegated 
to a different group of people from that which had instigated the FDI location decision. This 
often included a special research team or task force whose primary purpose was to collect 
information and develop such consideration sets. These groups typically comprised financial, 
technical and organization experts, and were always driven by at least one individual who had 
contributed to the original definition of FDI location strategy. The process of evaluation 
employed to build the consideration set differed from case context to case context, but 
typically involved technical, financial and cost-benefit analyses and implementation planning.  
 
The differentiators used to distinguish between different locations in developing the 
consideration set at this stage of the decision differed greatly from those used in previous and 
subsequent stages. Typically at this stage, operational factors relating to the specific day-to-
day requirements of the FDI formed the basis of analysis. Because of the resources and 
expertise committed at this stage of the decision, in addition to its well-defined goals, the 
range of location factors considered in the third stage of the decision was the most 
comprehensive and objective of any stage. Location factors were considered so to ensure the 
fulfillment of the necessary requirements of the FDI and the fiduciary responsibilities of the 
firm to its stakeholders. The MD Asset Management Asia-Pacific at LFG3 explains: 
 
Probably the biggest priority when developing the set of possible locations 
to invest in was ensuring that we had met all the necessary requirements 
outlined to us by management at headquarters. I mean, we are only human 
so we can only consider so many things, but as long as we consider all the 
factors relevant to ensure the new business can operate soundly, and any 
other factors that are specific to the task then we have done our job. It is the 
Board’s job to make the decisions between the little things and strategic fit 
and so on, we have to make sure that all of their choices are an OK choice. 
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Decision methods ranged from analytic methods, such as financial analysis, to non-analytic 
ones, such as repeating a previous response. The range primarily depended upon two 
dimensions: (a) the amount of resources required for each strategy, and (b) the ability of each 
strategy to produce an accurate response. The process of evaluation followed at this stage of 
the decision screened out some alternatives and left the decision makers with a manageable 
set of ‘almost equally good’ alternatives. Once the consideration set of ‘almost equally good’ 
alternatives had been developed and undergone preliminary analysis, it was then finalized in 
written form so that it could be forwarded to senior executives for final location choice. Often 
these reports included additional information regarding what decision-making processes and 
strategies were adopted to develop the consideration set. 
 
Information Collection and Processing 
 
This information was then presented to the relevant decision-maker or decision-making group 
for final review. The objective of this stage of the decision was to substantiate, confirm and 
refine the consideration set so that final location choice could be implemented as swiftly and 
effectively as possible. An auxiliary deliverable of this stage was that, through the process of 
review, decision makers were also able to better familiarize themselves with the FDI 
problem/opportunity and its background. Although many of the actors at this stage of the 
decision had not been privy to the previous three stages of the decision-making process, they 
would generally be responsible for final location choice. Thus, the opportunity to conduct a 
preliminary examination of the FDI task individually, prior to final location choice, was of 
critical importance. Depending on case context, the process of review varied in depth and in 
focus, however, generally variables relating to the location, the firm, the environment and the 
FDI were all considered in the appraisal. 
 
During this review stage, additional information was called for and another process of 
strategy building was conducted. However, while the final location choice was always a group 
decision, this process of information collection and processing was carried out individually. 
Decision makers typically collected and processed information consistent with the strategies 
identified in the previous stage, although employing a different range of sources while doing 
so. As a result of the process being carried out on an individual basis without supervision, 
some strategies involved elaborate and costly information collection and processing while 
some were based on simple heuristics and logical deduction. A noteworthy finding at this 
stage was the importance of processes of comparison during final information processing and 
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evaluation. Although objective cost-benefit analyses were for the most part used to develop 
consideration sets of potential locations in the previous stages, these were virtually 
disregarded in the final evaluation. Instead, a comparative approach where decision makers 
chose one location over the other based on a subjective ‘better or worse off overall’ evaluation 
was most often employed. This is important to note as it challenges the practical application 
of the many standardized assessments of location attraction found within practitioner indexes 
and rankings, and even academic work on location marketing. 
 
Selection 
 
The final choice between the consideration set of alternatives refined in the previous stage of 
the decision engaged a type of analysis which was different again. Because this stage of the 
decision was the only stage at which group decision making was engaged in its truest form, 
interpersonal conditions were of pivotal importance in negotiating choice, as was how each 
alternative was presented and communicated. Final location choice in the focus cases was 
primarily the result of bargaining and negotiating between a number of different forces, 
namely: political or interpersonal conditions, organizational constraints on resources (e.g., 
budgets), constraints on internal procedures (e.g., sanctions or plans), or environmental 
constraints.  
 
Which factors were prioritized in final location choice depended heavily on the decision-
making structure of the organization and the initiating force. However, as mentioned 
previously, the differentiators used to distinguish between more and less attractive locations 
during this final stage of the FDI location invariably differed from those used previously. In 
particular, after all the more functional attributes of the FDI had been accounted for in 
previous stages, final location selection typically involved the consideration of factors relating 
to added-value aspects of location attractiveness, such as strategic concerns, management 
control and softer aspirational issues. For example, a more culturally similar location may be 
selected over a less similar one in final location choice, especially with relation to language, 
when culture had not previously been outlined as a concern of FDI location (e.g., LCG5, 
LFG5). The Executive Vice President (EVP) Strategy at LCG5 further clarifies how final 
location choice is made: 
 
By the time we met to make a final decision on the location of the investment 
all of the possible locations on the table were good options. All of the basic 
and even most of the strategic requirements of the investment task had 
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already been met, so it was up to us to decide which was the best of the best 
options. Often very minor considerations differentiated one city from 
another. 
 
Once made, the solution often required ratification by a high level authority such as the chief 
executive officer, the board of directors or a different top management committee. This 
ratification was usually a token gesture for legitimizing the decision (see: LCG5), however in 
some cases (see: LCG1) the high level authority played a much more active role in decision 
making. The purpose of ratification was to secure consent from all the necessary stakeholders, 
and to gain the authority to start implementing the solution by securing the necessary 
resources. In situations where top management did not sanction the solution, the decision 
proposal was withdrawn to lower levels for further analysis, review and refinement to ensure 
top-level commitment.  
 
In making FDI location decisions, the respondent cases followed different variations of the 
general process described above. Additionally, as is the case with most decision-making 
processes, when one stage of the decision was not successfully completed decision makers 
often returned to the previous stage. In this way the decision-making stages, although strongly 
sequential, are still not entirely linear. They are still fluid and open to variance between and 
within organizational units. Specific features of the decision-making process that varied 
across case contexts are detailed in Section 5.4.1. Key patterns in which the decision-making 
processes varied are described in Section 5.4.2.  
 
The Decision-Making Process: Rules. 
 
As outlined in Section 5.2, decision-making rules dictate what information is processed in 
decisions and how it is processed. In the FDI location decisions of focal cases, decision rules 
took into account a variety of economic and non-economic issues, whose importance was 
filtered through a behavioral process of perception and interpretation. Developing the decision 
rule not only involved the negotiation and bargaining of wants and needs within the investing 
firm, but also with other firms and institutions outside the firm's boundaries. In each case the 
FDI location decision was a complex, multistep process. The plethora of different forces that 
helped to shape the FDI location decision inevitably resulted in the evolution and 
modification of decision goals and outcomes in case decisions.  
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This does not mean that the decision-making rule followed at focus cases was random, nor 
does it eliminate the relevance of decision-making concepts such as utility maximization and 
‘rationality’. Instead, it is indicative of the need to update such theories to incorporate 
different interpretations of what is ‘rational’ and what comprises maximum utility in light of 
different decision contexts. Rational choice is defined by Milton Friedman (1953) as acting as 
if balancing costs against benefits to arrive at action that maximizes advantage (see: Section 
2.5.1). Although a ‘rational’ decision would be concerned exclusively with cost-benefit 
calculations, the definition of economic benefit in case decisions was often cloudy and other 
variables intervened, diminishing the importance of this element in the decision. Thus, in 
analysis, when exploring the rationality of case decisions, we examined the degree to which 
rationality was irrational and seeming irrationality was rational in decision-making 
(Devinney, 2011). Inevitably, there were circumstances where decisions did not fit models 
based on optimality alone and were operating to satisfy less clearly articulated goals 
(Devinney, 2011). This is demonstrated by the following reply of the Chief Financial Officer 
(CFO) at LFG2 after he was asked to identify the goals and driving forces behind the firm’s 
FDI location decision process:  
 
It is difficult to identify all of the forces that drove the decision-making 
process because there were so many different variables under 
consideration. Obviously there were a number of goals that linked to the 
overall strategy of the firm, such as profitability and competitive advantage, 
and these were the goals that we communicated to shareholders and other 
interested parties. However, the process itself was much more complicated. 
Even what defined profitability and competitive advantage was complicated 
because we had to ensure that the final location choice was worth the 
amount of resources dedicated to its selection. On top of that there were so 
many procedures and protocols to follow that often ensuring accountability 
and conformity was prioritized over actual search processes. 
 
In each case the decision-making rule that drove decision-making processes and procedures 
involved a cost-benefit analysis of what was the best fit between the needs of the firm, the 
external environment and the individual decision-makers or decision-making group. Included 
in this cost-benefit analysis were traditional notions of optimality, as well as less clearly 
articulated goals such as political expediency. Because the needs of the firm, the external 
environment and the individual decision-makers differed across cases, and were themselves 
often unclear, so did the interpretation of what constituted a best-fit solution to the FDI 
problem or opportunity. For example, both SFG2 and LFG4 focused their FDI location 
decision-making processes on the implementation of a long-term strategy for entry into the 
Chinese financial services markets. However, differences in the goals and constraints on the 
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decision-making processes at each firm meant that LFG4 focused on fulfilling organizational 
procedures to find an optimal Chinese investment, whereas decision-making processes at 
SFG2 focused on the finding the location that would facilitate investment with the greatest 
ease, at the expense of procedural rationality and possibly also optimal outcomes. The 
differences in approach in each company are illustrated in the following quotes by 
respondents from each case:  
 
When financial services reforms finally came to China in the 2000s we 
thought it was fantastic. It did not however mean that we would invest 
straight away. We decided it would be best to let our competitors test the 
waters for us, try and fail, and then we could learn from them so that when 
the right opportunity arrived we would be able to approach it in the right 
way.  
(MD China Region, LFG4) 
 
 
After so many years of developing contacts and building relationships, when 
we eventually had the resources to set up a business in China we jumped at 
it. It was less a matter of finding the best possible place for FDI, and more a 
matter of finding a reasonable opportunity in the least possible time and 
taking it. 
 (Principal, SFG2) 
 
 
Furthermore, even in relatively similar decision contexts, the way in which key decision-
making actors construed the priorities of the FDI location decision differed. Different 
priorities in the FDI location decision resulted in different measures of cost and benefit in 
analysis and, thus, changed the use of a particular decision rule. For example, LFG2 and 
LFG3 were both large financial services firms seeking to rectify losses in their Western home 
markets by targeting new markets with different features. Although decision-making 
processes at both firms led to very similar consideration sets for the final choice for FDI, the 
focus of LFG2 on networks and existing relationships and knowledge contrasted with the 
focus of LFG3 on finding optimal market conditions. Therefore, final FDI location choice and 
implementation were very different. Key decision-makers at each firm explain the process 
behind their final location choices: 
 
Once we had settled on investing in a mature Asian market as a means of 
growing our wealth management division and combating losses in 
investment banking, we then had to find an area where we had the 
necessary connections to facilitate the successful start up of a business. 
Although perhaps not having the best market statistics, Tokyo was the 
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obvious choice because of our existing retail banking business in the city. 
The advantage of having existing clients and networks far outweighed that 
of other markets. 
 (Chief Executive Officer (CEO) Asia Pacific, LFG2) 
 
The whole purpose of the investment in Asia was to find a market with 
different conditions to our traditional bases in Europe and the U.S. The city 
where we would eventually invest therefore had to meet all the necessary 
criteria and exhibit the most potential for steady growth. We are a big 
organization, implementation concerns are secondary. 
 (MD Asset Management Asia Pacific, LFG3) 
 
In this way the decision-making rules used by the different case firms resembled the 
subjective expected utility model based upon unknown probabilities (Savage, 1954). 
Maximum subjective expected utility in case firms was subject to individual, firm and 
environmental level goals and constraints. These included considerations of limited 
information, uncertainty and organizational politics. The underlying premise of the subjective 
expected utility rule engaged in each case decision was that decision procedures and strategies 
were assessed and selected according to which was viewed as having the greatest subjectively 
expected utility. Expected utility was measured according to a cost-benefit analysis of the 
strategy in relation to the goals and constraints of the FDI, interpreted within firm and 
decision-maker constraints. The way in which goals and constraints interact to influence the 
decision-making rule is shown in Figure 5.2 below.  
 
Figure 5.2 – Influence of Goals and Constraints on FDI Location Decision-Making Rules 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Based on case findings. 
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Decision-making rules in the focus cases can, therefore, be identified as influenced by three 
key, yet interrelated features: 
 
1. Goals: the objectives, purposes or desired outcomes of the FDI. Goals related to 
the organization, to a third-party or network, to the investment (often interpreted as 
the initiating force), and to the decision-maker and/or decision-making group. 
Typically, goals of the FDI did not consist of one narrow, rigid motivating force 
but a multitude of objectives. The interactions of various goals of decision makers, 
different divisions within the investing firms, and of the organization as a whole in 
the process of formulating the decision, often created a situation that appeared 
inconsistent and disjointed. 
 
2. Constraints: the restrictions or limitations imposed upon the FDI. Constraints 
related to the global operating environment, the industry operating environment, 
the regional operating environment, the parent and host country operating 
environments, the firm, the FDI and the decision-maker or decision-making group. 
Examples of constraints on the FDI included resource constraints, limited 
information and uncertainty. 
 
3. Decision-maker constraints: in addition to the constraints imposed upon the FDI 
outlined above, the goals of the FDI were also subject to an additional set of 
limitations relating to the decision-maker or decision-making group’s ability to 
process information. Goals and constraints of an FDI are not automatically or 
objectively translated into a decision rule, they must first go through a behavioral 
process of perception and interpretation in order for decision makers to translate 
the information into a decision rule and behavior. FDI tasks may have the same 
goals and constraints, but result in different decision rules because key decision 
makers differ in the perceptions of those goals and constraints. The decision-maker 
constraints grouped together with other aspects of context in the ‘constraints’ 
section of the model differ from the second set of decision-maker constraints 
because they relate to measurable decision-maker attributes that may limit a 
decision, such as experience or age. How decision makers perceive goals and 
constraints is more difficult to define and predict, particularly in group situations 
such as organizational decision making.   
 168 
 
The resulting decision-making rule influenced how cost-benefit analysis was used to select 
content for each stage of the decision, what was deemed appropriate behavior for each stage 
of the decision, how net value was defined, and how other assessments were made in the 
decision. What defined maximum subjective expected utility was therefore multidimensional, 
‘rational’ in some ways and not in others, but always justifiable. Decision makers selected 
decision strategies, even seemingly irrational and suboptimal ones, in a boundedly rational 
way through the use of this cost-benefit mechanism (McAllister, Mitchell & Beach, 1979). 
Although this may be partly attributable to the wider difficulties involved in researching 
behavioral processes, the fact that decision rules showed consistent patterns within cases and 
differences across cases corresponds strongly with the principles of subjective expected 
utility. 
 
Broadly speaking, FDI location choice in each case was invariably the result of the same five 
stages of decision-making procedures, driven by a subjective expected utility decision-making 
rule. Yet, in no two cases did these decision-making procedures and rules result in 
comparable consideration sets of potential location strategies, nor did they produce any 
common decision outcomes. In order to identify the source of this divergence, it was 
necessary to examine decision-making procedures and rules in greater detail. The specific 
features of decision-making rules and procedures and contingency effects observed in the case 
decisions are outlined in Section 5.4.  
 
5.2.2 The Dynamics of the FDI Location Decision Process 
 
Although it could be included in the above section as a feature of decision-making procedures 
observed at case firms, the influence of the dynamics of how case decisions unfolded were so 
wide reaching and central to shaping the decision process that they warranted separate 
consideration. From stage to stage, different decision-making procedures were followed, 
different types of analysis were used in assessments and, in a number of cases, even the 
fundamental decision-making rule changed. Thus, the critical events at each stage of case FDI 
location decisions required separate consideration. For example, it would not have become 
apparent that different factors were used as screening mechanisms for potential host locations 
at different stages of the decision without a separate analysis of each stage of the decision. 
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Because the FDI location decision process unfolded in a set chronological pattern of stages in 
analysis, it was necessary to take into account the place of the individual stage in relation to 
the organizational activities that preceded it. As mentioned when discussing consideration sets 
in the above section, the decision-making processes observed at case firms followed that of a 
staged approach, where case consideration sets were narrowed down from stage to stage into a 
smaller size set for final location choice. In this way, although methods used to refine the 
consideration set between stages of the decision were all made in what decision-makers 
perceived to be in the best interest of the firm, factors considered at one stage of the decision 
were not as relevant in the following stages. Accordingly this made it impossible to isolate 
single drivers of location attraction at case decisions. The Director of SCG5 illustrates this 
fact in the following response: 
 
What were the most important determinants of final location choice? Gee, I am 
not sure if that is something I can answer. When we first decided to pursue the 
investment there were certain strategic factors that were important, then we had 
to go through all the necessary processes and make sure any host locations met 
all the requirements of the firm and we could actually establish a business there, 
and then when finally made the decision, because all of the locations were pretty 
high quality it was something fairly trivial that made a difference in the end. You 
can’t really say one group was more important that the other.  
 
Preferences were thus constructed, not revealed, in case decision processes. The constructions 
were contingent on the outcome of previous consideration sets and preferences, the framing of 
the problem, the method of elicitation, and the context of choice. Preferences were affected by 
the set of options under consideration, and often framing concerns effected choices, 
complicating the interpretation of maximum subjective expected utility. Two examples of 
framing concerns include trade-off contrast, where the tendency to prefer an alternative is 
enhanced or hindered depending on whether the tradeoffs within the set under consideration 
are favorable or unfavorable to that option; and, extremeness aversion, where attractiveness of 
an option is enhanced if it is an intermediate option in the choice set and is diminished if it is 
an extreme option (Simonson & Tverskey, 1992). Furthermore, because FDI location 
decisions occurred over a period of time, it was apparent that goals and constraints on case 
decisions evolved, gained or lost clarity over the course of the decision process. Thus, 
emerging considerations also had to be taken into account in analysis. As mentioned above, in 
some cases the evolution of goals and constraints was so strong that the decision rule itself 
changed between different stages of the decision process. For example, at SCG4 the original 
decision rule was based on ad hoc subjective judgments; however, when cost constraints 
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sharply increased during the fourth stage of the decision, the decision rule changed to focus 
on the implementation of plans. 
 
Finally, although the same five stages of decision-making procedures were observed in each 
case decision, and the connection between activities at each stage of the decision was such 
that one stage could not be reached without completion of the previous stage, the process was 
far from a steady undisturbed progression. Instead, the process was dynamic and operating in 
an open system subject to interferences, feedback loops, dead ends and other factors. 
Dynamic factors influenced case decision processes by delaying, stopping and restarting 
activities. These factors caused the process to speed up, recycle back to earlier points and 
extend activities within one stage. For the most part interruptions in the process were caused 
by factors that were external to the firm, such as situations of chance or environmental forces, 
and timing delays and speedups were driven by decision makers (Mintzberg et al., 1976). 
Mintzberg et al.’s (1976) model of the structure of unstructured strategic-decision processes 
has been modified in Figure 5.3 to illustrate the broad dynamics of the FDI location decision 
processes observed in case firms. All possible variance in decision processes are illustrated in 
the model through interrupts, cycling and delays. 
 
1
7
1
 
F
ig
u
re
 5
.3
 –
 A
 G
en
er
a
l 
M
o
d
el
 o
f 
th
e 
D
y
n
a
m
ic
s 
o
f 
th
e 
F
D
I 
L
o
ca
ti
o
n
 D
ec
is
io
n
 P
ro
ce
ss
 
  
K
e
y
 
 
 
 
 
 
 
 
 
 
 
S
o
u
rc
e:
 A
n
 a
d
ap
ta
ti
o
n
 o
f 
M
in
tz
b
er
g
 e
t 
al
. 
(1
9
7
6
) 
b
as
ed
 o
n
 c
as
e 
fi
n
d
in
g
s.
 
S
y
m
b
o
l 
M
ea
n
in
g
 
S
y
m
b
o
l 
M
ea
n
in
g
 
  
 
B
eg
in
n
in
g
 o
f 
st
ag
e 
 
O
rg
an
iz
at
io
n
al
 p
ro
ce
d
u
re
s 
 
 
E
n
d
 o
f 
st
ag
e 
 
In
fo
rm
at
io
n
 c
o
n
te
n
t 
o
f 
p
ro
ce
ss
 
 
F
ee
d
b
ac
k
 o
r 
cy
cl
in
g
 
  
  
B
ro
k
en
 
  
  
  
 l
in
e 
P
o
ss
ib
le
 d
el
ay
 
 

R
ec
o
g
n
it
io
n

 

S
cr
ee
n

 

E
v
al
u
at
io
n

 

Ju
d
g
m
en
t
 

D
es
ig
n

 

B
ar
g
ai
n
in
g

 

A
n
al
y
si
s
 

S
ea
rc
h

 
!
"
!
"
""
"!
"
In
te
rn
al
 i
n
te
rr
u
p
t 
N
ew
 O
p
ti
o
n
 
In
te
rr
u
p
t 
E
x
te
rn
al
 
In
te
rr
u
p
t 
  
  
S
T
A
G
E
 1
. 
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
 S
T
A
G
E
 2
. 
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
 S
T
A
G
E
 3
. 
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
 S
T
A
G
E
 4
. 
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
S
T
A
G
E
 5
. 

In
fo
rm
at
io
n
 
co
ll
ec
ti
o
n

 

P
ro
ce
ss
in
g


 
! " # $ % & ' ( ) " ' *
  172 
The potential for a firm to move between stages in a FDI location decision is illustrated in 
Figure 5.3 by branches that stem from each stage. This process of movement is also referred 
to as cycling by Mintzberg et al. (1976). However, focus case firms primarily only cycled 
back from the fourth and fifth stages. During the fourth stage of the decision, if decision 
makers did not find the consideration set to be suitable, they would initiate another search or 
design cycle at stage three to develop a new consideration set. This was also the case in the 
fifth stage of the decision, when selecting a final location for FDI. If managers were not 
satisfied with any of the locations under consideration, either the third or even the second 
stage of the decision was revisited to ensure that the FDI task was properly evaluated and a 
suitable consideration set developed in line with that task. Alternatively, a recycling of the 
process from the fifth stage to the second could be indicative of the completion of the initial 
decision to invest in a specific country, and the need to select a corresponding city within that 
country for investment. Cycling within the final stage of the decision is representative of 
processes of authorization. In some cases final location choice did not require authorization, 
thus no cycling was required. In some cases, however, it was required and cycling occurred 
many times, especially in cases with many tiers in the organizational structure (e.g., SCG5). 
Although it was not the case with the observed case decisions, it is likely that when 
authorization is not received decision processes may regress back to the second, third or 
fourth stages of the decision. This is also illustrated in Figure 5.3.  
 
As mentioned previously, many of the case FDI location decision processes involved 
interrupts of one kind or another. The three most common interrupts observed are shown in 
Figure 5.3. During the first two stages of the decision, there were internal or political 
interrupts where there was disagreement on the need to make the FDI. Such interrupts came 
from within the firm or decision-making group and led either to cycling within the evaluation 
stage, to resolving the disagreement through bargaining or persuasion, or to delays until the 
resistance subsided. An example of internal interrupts includes LCG3, where it was not 
agreed that FDI was an appropriate means of rectifying the firm’s slowing growth for quite 
some time. During the third and fourth stages of the decision, external interrupts occurred 
when forces related to the external operating environment blocked the development or 
selection of a fully developed solution. This typically led either to modification in design, 
redevelopment of a new solution, bargaining to confront resistance directly, or delays until the 
forces subsided. This was the case with LCG1 where the process was delayed because the 
firm could not secure broadcasting rights from the relevant local authorities. In the final two 
stages of the decision were new option interrupts, which led the process either back to the 
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third stage of the decision to elaborate or modify the new option, or directly to selection, for it 
to be chosen or rejected immediately. At case SCG2 a new option interrupt was presented by 
the opportunity to participate in a joint venture with a network partner. As the Operations 
Manager reflects, the opportunity pushed through the choice of New York as the final location 
choice, despite the findings of previous stages of the decision process:  
 
If an opportunity like that comes up you take it. There is an element of luck in 
the success of business and you can’t worry about processes when you are 
presented with a helping hand. 
 
Finally, the model shows an inherent delay, in the form of a broken line at the end of each 
organizational activity. This reflects the fact that scheduling, feedback and timing delays 
separate every step in the strategic-decision process. This model does not show the supporting 
routines, except for bargaining as a model of selection. However, decision control, 
communication and political routines can occur together with any of the routines shown in the 
model.  
 
Accordingly, FDI location choice observed in the research was the result of a complicated 
process, spread over a considerable period of time and involving a range of actors from within 
and outside the organization. Throughout the process numerous ‘subdecisions’ were made, 
each reducing the degree of freedom of the decision-making unit and, therefore, influencing 
the final outcome of the process. Throughout the process actors involved changed their 
perception of different variables, shifts in the environment occurred, and changes in other 
activities of the organization took place. Location choice was only one step in a long sequence 
of decisions made during the process and not necessarily the final one. As noted by past 
research (Aharoni, 1966; Devinney et al., 2003) ignoring the dynamic and temporal elements 
of this process would create grave distortions in its understanding. 
 
In this section we have outlined the features of the decision process that were common across 
all focal cases. There was  also a number of systematic patterns in decision-making processes 
and rules that were idiosyncratic to the decision context under which the decisions were made. 
These specific features of the decision process that differed across focal cases will be 
identified in Section 5.4. In order to provide explanatory links between characteristics of the 
decision context and its observed processes, we will now outline a taxonomy of the FDI 
location decision context. For the moment we can summarize the key features of the FDI 
location decision-making process in diagrammatical form as follows in Figure 5.4.  
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Figure 5.4 – The FDI Location Decision-Making Process 
 
 
Source: Based on case findings. 
5.3 The FDI Location Decision Context 
 
 Decision-Making Variables 
 
As highlighted in Section 5.2 above, systematic differences were observed between FDI 
location decision-making processes under different decision contexts. In order to attempt an 
explanation of these differences it was necessary to first identify and distinguish the relevant 
properties of decision context that might lie at their source. The list of relevant factors within 
the FDI location decision environment summarized in Table 3.2 and developed through the 
literature review (Chapter 2) and exploratory research (Chapter 3) was refined and 
strengthened through the main case study. The important difference between the list 
developed in Table 3.2 and the taxonomy developed in the main study was that in the main 
study we included factors that were not directly referred to in case responses. In an attempt to 
prevent confirmation bias from affecting case findings, the defining characteristics of the 
external, firm and decision-maker/decision-making group context in each case were recorded 
as background information. Then, patterns in decision-making processes were matched to 
patterns in these characteristics during analysis, as well as those variables identified directly 
by respondents. The cross-case analysis concluded with a confirmation of the relevance of 
factors and variables within each level of the groupings summarized in Table 5.1.  
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Table 5.1- Taxonomy of Relevant Contextual Factors within the FDI Location Decision 
Environment 
 
Level of Analysis 
 
Factor Example 
 
1. External to the Firm (Past, Present and Future) 
Global Environment 
Stability/Uncertainty Global economic stability, Global political stability  
Growth 
Global economic growth rate, Direction of economic 
growth  
Industry Environment 
 
Stability/Uncertainty Industry economic stability 
Growth 
Growth rate of industry, Growth rate of specific 
sectors within industry 
Competition and composition 
Level of industry competition, Growth rate of 
specific sector within industry, Market share of 
specific sector within industry 
Regional Environment 
Stability/Uncertainty Regional economic stability 
Growth Regional economic growth rate 
 
Competition Level of regional competition  
 
 
 
 
 
 
 
 
 
 
 
Location-Based 
Livability 
Basics Quality of life, Basic services, Health and safety 
Working culture 
Cultural distance, Average working week, 
Managerial style 
Lifestyle Temperature range, Access to recreational facilities 
Public infrastructure 
Public transport infrastructure, Public health care 
system 
Language Similarity to parent country, multilingual abilities 
Knowledge Creation and Information Flow 
Availability of skilled labor 
Proportion of employees with appropriate 
qualifications  
Higher education and training 
Proportion of higher education graduates, CA 
graduates 
Labor mobility and flexibility Immigration and visa laws, Industrial relations laws 
Timely response Availability of information, Non-financial assistance  
ICT 
Technological readiness, Access to broadband 
internet 
Innovation Number of patents per year, Investment in research 
Competitiveness 
Costs 
Property rental costs, Labor costs, Purchasing power 
parity 
Economic sentiment GDP growth rate, Stock exchange growth rate 
Exchange rate Currency exchange rate 
Domestic markets and access Market size, market composition, barriers to entry 
International markets and 
access Proximity to key markets, barriers to exit 
International reputation and 
exposure Global presence, reputation 
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 Ease of Doing Business 
Regulatory framework Financial regulations, Regulatory transparency 
 
Taxation system 
Employee taxation, Business taxation, Export 
taxation 
 
Political economic stability and 
freedom 
Political economic transparency, Democratic system, 
Existence of prudential authorities, Violence 
 
Related and supporting 
industries 
Suppliers, Distributors, Other related and suppoting 
industries 
 
Incentives 
Financial incentives, Taxation incentives, Other 
incentives 
 
System and business 
infrastructure 
Size of central business district, ICT infrastructure, 
Existence of prudential authorities 
2. Internal    
Firm Characteristics 
Decision-making structure 
Hierarchical centralization, Decision-maker 
autonomy  
Nature of business Industry type, Key products/services 
Size  Number of employees, Annual revenue 
Networks and information  
Number of overseas networks, Number of domestic 
networks, Availability of information 
Culture 
Organizational culture, Parent country culture, 
Politicization 
Experience Number of overseas subsidiaries, Exporting history 
Resources  Resource alignment, Resource availability 
Strategy 
Form of internationalization strategy, Commitment to 
strategy, Strategic orientation 
Standard operating procedures Rule formalization, Reporting and communication 
FDI Task 
Characteristics Characteristics of FDI task 
Unfamiliarity, Ambiguity, Complexity, Instability, 
Purpose of investment 
Characteristics of FDI task 
environment  Irreversibility, Significance, Accountability  
3. Individual   
 Decision-maker characteristics Knowledge, Ability, Motivation 
Decision-making group 
characteristics  
Tension avoidance, Relationship among individuals 
and groups, Communication channels, Size, 
Diversity, Autonomy 
Source: Based on case findings 
 
 
The variables highlighted by the cross-case analysis for the most part resembled a refined 
version of those identified previously in Chapters 2 and 3. There were, however, two key 
additions that resulted from the primary research, (1) the inclusion of an additional grouping 
of characteristics and variables within the external environment level of analysis: the regional 
environment; and (2) the inclusion of an additional dimension to each of the external 
environmental considerations: time. The need to include regional environmental 
considerations between global and location-based factors was made apparent through cases 
such as LFG1 and LFG3, where the economic growth that initially attracted FDI was the 
result of a regional trend (i.e., the growth of the European Union), that could not be isolated to 
a single country or city. Because economic growth at such cases was inextricably tied to 
regional developments and cooperation, it was also subject to constraints at the regional level. 
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Thus, the necessity of incorporating a regional level of analysis arose from the need to assess 
potential host locations not only on their own merits, but also on how they fit in with their 
surrounding region.  
 
The need to include a time-related dimension within each of the groupings of external 
environmental variables also stemmed from the need to more accurately differentiate between 
distinct aspects of context that had distinct affects on decisions. By specifying whether it was 
a previous, current or expected interpretation of external environmental factors that shaped 
decision-making processes and outcomes, we were able to make more accurate assessments of 
relationships between specific variables and patterns in processes. For example, LFG4 and 
LFG5 focused on different interpretations of national political economic stability when 
considering an investment in China. Because LFG5 considered past indicators of stability and 
lack of transparency, they resolved to select an alternative location for investment. Because 
LFG4 considered indicators of future stability and moves towards greater transparency, they 
saw an opportunity and decided to pursue China for their FDI. Although the difference 
between environmental considerations of the past, present and future had been alluded to in 
the literature review (Chapter 2) and exploratory research (Chapter 3), the greater detail 
gathered in main study case data clarified the difference between different assessments of 
environmental factors. The time dimension did not emerge as a significant consideration for 
factors that were internal to the firm or individual to the decision maker, as variables within 
both groupings of influences were already time specific. 
 
The strength of the influence of specific variables, as well as the relative influence of 
variables at different levels of analysis, varied from case to case. While patterns in these 
variations were indicative of key contingency affects and will be examined in the subsequent 
sections, it was also important to note that participant reflection and pattern matching revealed 
that variables from each of the three levels of analysis played a significant role at each and 
every case. This further strengthens one of the founding premises of this study, that a 
comprehensive examination of the FDI location decision requires a synthesis of different 
perspectives, at different levels of analysis. Also, reinforcing the suitability of the conceptual 
framework developed over the course of the literature review (Chapter 2) and exploratory 
research (Chapter 3) and applied in the analysis was the clear demarcation made by case 
respondents between global, regional, industry and location-based variables, and, firm and 
investment-task based variables. Although these differing levels of analysis are closely 
connected through open and porous relationships, these groupings greatly assisted in 
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organizing findings. For the sake of being parsimonious, only the broad relationships 
observed within each grouping of variables and key specific relationships are outlined below 
in Sections 5.3.1 – 5.3.3. 
 
5.3.1 Factors that are external to the firm 
 
The characteristics of the external operating environment affected the FDI location decision-
making process adopted in each case. Respondents across all case contexts highlighted the 
importance of - and clearly distinguished between - variables that were specific to the global, 
industry and location environment, without prompting. Regional considerations were found to 
be important at six cases. Triangulation of data sources during the within case analysis and 
pattern matching during the cross case analysis verified and refined these findings. The 
characteristics of the external operating environment were found to directly influence the FDI 
location decision-making processes at case firms in two key ways: 
 
1. Shaping the initiating force behind the FDI: External environmental considerations 
were closely tied to the initial decision of whether or not to pursue an opportunity 
search or FDI location decision-making process at case firms. Dependent on case 
context, environmental considerations were either directly related to the initial 
problem or opportunity that instigated the decision-making process (see: example a); 
or indirectly responsible for facilitating conditions appropriate for beginning an 
investment search (see: examples b and c). These relationships are detailed as follows: 
 
a. Providing a specific opportunity for investment/problem to be solved by 
investment: In some cases the global, industry, regional or location 
environment provided a specific opportunity for investment/problem that could 
be resolved by FDI that was too significant to ignore. In such cases the 
conviction behind the opportunity/problem that was presented was so strong 
that fit with firm and decision-maker context was much less of a concern than 
in other cases. For example, managers at LCG5 continued to pursue their idea 
of establishing a film studio in India despite internal protests, a hostile market, 
significant risks, and the need to commit large amounts of resources. The 
initiating force in the case of LCG5 was the problem of fear of losing a market. 
Other examples of externally driven problems/opportunities for investment 
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include an attractive outside proposal, following a ‘band wagon’ effect, loss or 
saturation of home market, and other time and location-specific circumstances.  
 
b. Facilitating a favorable internal environment for investment: In cases with a 
predetermined internationalization strategy, or where the initiating force for the 
FDI came from elsewhere within the firm or decision-making group, location 
decisions were driven internally instead of externally. In such cases the usual 
condition for action that initiated the formal decision-making process was 
confirmation that the firm had sufficient internal resources to support and 
sustain a FDI. Because firm success and access to resources were inextricably 
linked to factors relating to global, industry and regional economic stability 
and growth, such decisions were indirectly shaped by the external operating 
environment. An example of such a case is SFG3, where the long-term 
internationalization strategy of the firm had been to expand into China since 
the firm’s inception. Yet, the decision to begin a formal FDI location decision-
making process was not adopted until the firm had acquired adequate resources 
to support such an investment. SFG3 was unable to secure such resources until 
the late 2000s, when a period of extended growth and economic stability in the 
industry, regional and global environments had fostered greater demand for 
SFG3 products and success for the firm overall.  
 
c. Facilitating a favorable external environment for investment: Through a 
similar mechanism as outlined above, at cases where the initiating force was 
driven internally, the external environment indirectly helped to shape the 
initiating force behind the FDI by facilitating a favorable external environment 
for investment. At such cases, although firm strategy or specific individuals 
had predefined the direction of the internationalization strategy, the impetus 
for implementing such strategies came from advantageous external operating 
conditions. Without a minimum level of global, industry, regional or national-
level environmental stability or growth, FDI becomes too high a risk for firms 
to adopt. For example, LFG5 had outlined a desire to offshore the majority of 
its back office functions to lower-cost locations in the mid-2000s, however did 
not officially begin investigating alternative host locations for an offshore back 
office subsidiary until 2008. This is because prior to the !"#$%"& '()%)*(%"&
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!"#$#$% &'(!)% there were not significant enough cost pressures on the 
organization to justify off shoring processes to company stakeholders. 
 
The ability of the external operating environment to provide a facilitative external 
environment for investment, and its ability to provide a facilitative internal 
environment for investment were closely connected in each case. How favorable the 
external operating environment was for FDI was completely dependent on congruence 
with the internal firm environment and vice versa. The two different conditions have 
been distinguished individually above in order to best allow for pattern matching when 
investigating relationships between contextual variables not explicitly identified by 
case respondents. In cases where external environmental conditions did not result in 
extreme enough circumstances in the above three categories, the decision to further 
pursue the FDI opportunity was dependent on the relative strength of other aspects of 
case context, e.g., firm and decision-maker conditions. The MD at SFG3 illustrates 
this point: 
 
Even though the whole concept of a China Business was based upon the 
strategy of the firm that was developed when I founded it however many 
years ago it is now, the environment was important. Without a favorable 
environment we would not have achieved the success and gained the 
resources necessary for the investment, without the environment China 
would not have continued to grow at the rate it did and make such an 
attractive location to set up business. 
 
2. Setting the foundations of the FDI: An obvious but necessary condition to point out is 
that FDI is inherently place-based and, accordingly, the various features of cities and 
countries of interest were at the center of case FDI location decisions. As highlighted 
by the following quote from the Strategy Manager at SFG1, case findings illustrated 
that unlike any other grouping of variables, factors relating to the location, i.e., the 
cities and/or countries under consideration, were of critical importance at each stage of 
the decision in each case: 
It would be silly to neglect the crucial role of the places themselves in the 
decision. We wouldn’t have wanted to go overseas at all if there were no 
attractive markets to pursue. We would have nothing to rank places 
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against each with if they were all the same. If all nations had the same 
operating conditions then the decision would be a lot easier but it’s not, 
and that is kind of a good thing. 
 
Because the initial set of locations under consideration in each case differed greatly, it 
was not possible in cross-case analysis to examine the indirect influence that city and 
country level factors had on decisions as a component of the external environmental 
context. As a result, it was not the specific features of the city and country contexts in 
each case which are important to case findings, but instead how each location was 
selected for consideration, which features of the location were important, and how 
those features were assessed in turns of attractiveness for FDI. These considerations 
are detailed further in Section 5.3.1.4.  
 
5.3.1.1 Factors that are external to the firm: The global operating environment 
 
Each case decision examined in the research was made during a particular period of time, 
characterized by a specific global operating environment. Respondents at each case identified 
that two key characteristics of the global operating environment were important 
considerations during the FDI location decision-making process, (i) global stability and 
uncertainty, and (ii) global growth. Furthermore, respondents in each case identified that these 
two characteristics were assessed not only according to their form at the time of the decision, 
but also in light of their recent history and expected future. For example, although the GFC of 
2008 was a defining event in the global operating environment at a number of cases, the 
associated instability, uncertainty and stunted growth were not the only global contextual 
factors considered in the decision. In many cases, firms and managers assessed the impact of 
the GFC in relation to the preceding period of growth, and the expected recovery, as 
suggested by previous cycles of boom and bust in the global economy. Additionally, the 
impact of the same global environmental context at different cases differed according to its fit, 
or synergy, with other aspects of context. For example, at some cases the GFC was viewed as 
a disincentive for FDI due to stagnant growth and increased risk; and at some cases the GFC 
was viewed as an incentive for FDI due to decreased stakeholder accountability. Therefore, 
although it is possible to classify case decisions into one of two categories – those made 
before the GFC (pre 2008) and those made post GFC (2008 onwards) – it is more useful to 
examine how the specific aspects of the global operating context interacted with other aspects 
of the decision to shape processes and outcomes. Cross-case analysis showed that the 
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characteristics of the global operating environment primarily influenced decision-making 
processes at case firms by either speeding up the timing of the process or acting as a delay or 
interrupt. Contextual factors relating to the global operating environment were only found to 
influence decision content and processes indirectly through the unique reaction of a particular 
country or region to a global trend.  
 
5.3.1.2 Factors that are external to the firm: The industry operating environment  
 
In addition to the global characteristics cited above, decision-making processes at case firms 
were also shaped by features of the external operating environment at the level of the 
industry. Respondents in each case identified that three key characteristics of the industry 
operating environment were important considerations during the FDI location decision-
making process, (i) industry stability and uncertainty, (ii) industry growth, and (iii) industry 
competition and composition. Again, respondents in each case identified that these three 
characteristics were assessed not only according to their form at the time of the decision, but 
also in light of their recent history, and expected future. For example, although the music 
industry was clearly undergoing a period of decline as a result of steadily decreasing CD sales 
in the mid-2000s, decision-makers at LCG3 took into consideration past cycles of 
technological change and resulting boom and bust in the industry when deciding to proceed 
with its FDI in Tokyo. Furthermore, as was the case with global considerations, the impact of 
the same industry environmental context at different cases differed according to its fit with 
other aspects of context. The example of the varied reactions of different financial services 
firms to the GFC demonstrates this effect. Like the global operating environment, cross-case 
analysis showed that characteristics of the industry operating environment influenced the 
speed and progression of case FDI location decisions. It was only when aspects of the 
industry operating environment directly linked with location that they influenced the actual 
direction and content of case decisions. For example, the GFC facilitated a trend away from 
primary Western markets and investment banking, however this may be classified as both a 
regional and industry influence. Growth, competition and composition in particular regions 
were important drivers of location.  
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5.3.1.3 Factors that are external to the firm: The regional operating environment 
 
The third grouping of characteristics of the external operating environment for case decisions 
related to the regional context. Respondents in each case identified that two key 
characteristics of the regional operating environment were important considerations during 
the FDI location decision-making process, (i) regional stability and uncertainty, and (ii) 
regional growth. Once more, and even more so than when discussing the global and industry 
environments, respondents in each case identified that these two characteristics were assessed 
according to different temporal aspects. For example, although parts of East Asia suffered 
huge losses as a result of the Asian Financial Crisis and had comparatively low economic 
growth rates when compared with China and India, such markets were still considered 
attractive due to their proven ability to withstand western economic pressures and produce 
growth from very little. This was a key consideration in case investments in Tokyo and Seoul. 
Moreover, the impact of regional operating context at different cases also differed according 
to its synergy with other aspects of context. The three different approaches characterized by 
the three case investments into China illustrate this relationship (LFG4, SFG2, LCG2). Both 
the parent and potential host region operating environments were important influences in case 
decisions, in particular the relationship between the two. Characteristics of the parent region 
influence the speed of the decision process, and characteristics of the host region influence the 
drivers of location. 
 
5.3.1.4 Factors that are external to the firm: Country and city environment 
 
The final grouping of characteristics of the external operating environment for case decisions 
related to characteristics of the countries and cities that could host the FDI: the location 
context. Unlike the previous three groupings, the location context both set the background for 
the case FDI location decisions, and was the focus of the decision-making process itself. In 
this way the location context was at the same time the driver, the measurements used in 
assessments, and the choice sets to be measured in decision-making. Accordingly, the 
relationships observed at case decisions between location and case FDI location decision 
making were separated into the following three categories: (i) location as the initiating force 
or driver of the decision, (ii) the consideration set of potential host locations as defining 
decision outcomes, and (iii) characteristics of location as the measure of location 
attractiveness. Again, like other aspects of the external operating environment, respondents in 
each case highlighted that characteristics of location context were assessed on past, current 
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and predicted measures. Furthermore, the limitations of objective assessments of locations 
were also advocated by case respondents, with synergy with other aspects of case context 
being once again the most important indicator of how location would be evaluated in the 
decision. Cross-case analysis showed that the characteristics of the location or nation and city-
operating environments in each case helped to shape the FDI location decision-making 
process in the following ways. Because location is both at the background and foreground of 
the FDI decision, the three relationships mentioned previously are closely interrelated. These 
interrelationships will also be explored in the section below. 
 
Country and city environment as the driver 
 
In a number of case decisions, the attractiveness of a particular location, generally a particular 
country or region (as described in Section 5.3.1.3 above) was so great that it constituted the 
initiating force for the FDI location decision largely on its own. In such cases, because the 
external opportunity that constituted the initiating force was limited to a specific country or 
region, so too was the consideration set of potential host locations for FDI. This meant that 
FDI location decision-making processes primarily involved the search for the city and 
strategy that would provide the most attractive situation of fit with the needs of the firm. 
Because consideration sets were pre-determined by the initiating force in these cases, decision 
makers and researchers were able to focus their attentions on more in-depth information 
collection and processing activities, as well as more detailed analysis and assessment of 
potential locations in final location choice. For example, at the case of LFG4 the vast majority 
of the FDI location decision-making process involved networking and information collection 
activities with the aim of finding the most advantageous city in which to establish an asset 
management group in China. This was also the case at LCG1, SFG2 and SFG4, where efforts 
typically dedicated to developing consideration sets were, instead, directed towards 
negotiating the best possible deal for FDI. The FDI location decision at such cases, therefore, 
greatly differed from that made at cases where the initiating force was not limited to a specific 
location. In cases where the initiating force had no specific locational component, a large part 
of the decision-making process was dedicated to reducing the consideration set for FDI from 
an unmanageable number of cities worldwide to a more realistic size.  
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Country and city environment as the consideration set 
 
As illustrated by the differences between cases driven by location and cases driven by other 
strategies listed above, the size and composition of the original consideration set of locations 
for FDI had a large impact on related decision-making processes at case firms. In each case 
decision the consideration set was narrowed down to a smaller set for the eventual selection of 
a final location within that set. The nature of this decision-making process itself implies that 
factors considered in the first stage of the decision will not be as relevant in the second, and 
so on. Indeed, case results show that different elements of the location were assessed at 
different stages of the case decision-making processes. Whereas more basic operational 
factors and factors relating to fit with organization resources were important in determining 
the initial set of investments, more specific country and city-based factors, as well as added-
value indicators of attraction, were considered in later stages. The location set under 
consideration at each stage of the decision had a huge effect on what location was eventually 
selected for FDI. Organizational priorities and individual preferences were affected by the 
consideration set, and in each case framing was central in final location choice. As mentioned 
previously, the possibility that choice among locations was manipulated by the addition or 
deletion of irrelevant alternatives presents a challenge. This challenge also applied to the 
choice of cities versus locations in comprising consideration sets for FDI. In cases where 
location drove decision-making processes, the consideration sets comprised of cities from the 
outset of the decision, and national and regional factors were of little to no importance in 
assessments. In other cases, however, it was not until the fourth and fifth stages of the 
decision-making process that differences between specific cities within a country were 
considered. In such cases, the consideration sets under assessment in the first three stages 
comprised only of countries; consequently, assessments were made based upon differences in 
attractiveness on a national level. Any detailed examination of city-specific factors was left 
until the fourth or even fifth stage of the decision.  
 
Country and city environment as the measure 
 
Measures of country and city attractiveness were undoubtedly the most heavily discussed 
aspect of location in the case research. Case respondents identified twenty-three indicators of 
location attraction that represent the key measures of location attractiveness. These indicators 
are explained in greater depth in Section 5.5.1, and all relate to one of four general 
characteristics of a location:  
 186 
 
i. livability  
ii. knowledge creation and information flow  
iii. competitiveness  
iv. ease of doing business  
 
Some respondents used different names to identify these groupings of factors; however, in 
each case respondents clearly distinguished between these four elements of a location’s 
attractiveness. Each characteristic of location attractiveness comprised a number of key 
indicators of attractiveness that were grouped together to form a total assessment of that 
element. Again, although these composite indicators were often called different names and 
even varied slightly from case to case, the same indicators featured consistently across all case 
contexts. Beyond these four groupings, however, both the importance of different indicators 
of location attractiveness and the variables used to measure the indicators of attractiveness 
differed greatly from case to case. Popular indexes of location attraction such as those 
referenced in Chapter 2 were acknowledged by case respondents as potentially useful 
reference tools for broad assessments of location attraction, although they were not used in 
any case decisions. Respondents attributed their reluctance to use such indexes to their lack of 
analytical depth, and the need for context-specific assessments of location attraction. 
 
5.3.2 Factors that are internal to the firm 
 
The characteristics of the environment that were internal to the firm also affected the FDI 
location decision-making process adopted in each case. Respondents across all case contexts 
highlighted the importance of – and clearly distinguished between – variables that were 
specific to the firm and FDI environment without prompting. Triangulation of data sources 
during the within-case analysis and pattern matching during the cross-case analysis verified 
and refined these findings. The characteristics of the internal environment were found to 
directly influence the FDI location decision-making processes at case firms in two key ways: 
 
1. Shaping the initiating force behind the FDI: Like external environmental 
considerations, factors that were internal to the firm were also closely tied to the initial 
decision of whether or not to pursue an opportunity search or FDI location decision-
making process at case firms. The Founder/Director of SCG3 summarizes this point: 
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It is all well and good to have an attractive market but if it doesn’t suit 
your business then there is absolutely no benefit in investing there. 
 
Dependent on case context, internal considerations were either directly related to the 
initial problem or opportunity that instigated the decision-making process (see: 
example a), or indirectly responsible for facilitating conditions appropriate for 
beginning an investment search (see: examples b and c). These relationships are 
detailed as follows: 
 
a. Providing a specific opportunity for investment/problem to be solved by 
investment: In some cases the firm had a strong and well-defined 
internationalization strategy that outlined a timeline for further expansion. In 
these cases the problem or opportunity recognition that would instigate the FDI 
location decision-making process involved recognizing conditions that were 
sufficient to implement the next stage of the internationalization strategy. In 
such cases, the only other factors that influenced the decision to begin the 
opportunity search process were those related to ensuring the right 
environment for investment. Other factors such as an external opportunity 
outside the realm of the predetermined strategy were ignored, often to the 
detriment of the firm. For example, despite numerous issues arising in the 
process of exploring opportunities for FDI in Canada, company strategy 
dictated that managers at LCG1 were to continue to pursue the FDI until 
completion. The FDI location decision-making processes ended up spanning 
many years and costing the firm a large amount of resources; however, the 
strategy was very strict. Other examples of internally driven 
problems/opportunities for investment were not so strict, and involved born-
global firms where the strategy for internationalization was built into the 
culture and structure of the firm from inception. These, too, will be discussed 
in later sections. 
 
b. Providing an auxiliary force to assist in motivating decision-makers towards 
committing to more in-depth consideration of FDI: When the initiating force 
was not quite strong enough to warrant the beginning of an FDI location 
decision-making and opportunity search process on its own, auxiliary forces 
helped to spur on the decision. Auxiliary forces often came from an assessment 
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of the internal resources of the firm in light of the external operating 
environment. In particular auxiliary forces observed in the focal cases 
included: the creation of a new market for the firm’s existing products and 
services, the capitalization of know-how: spreading of research and 
development and other fixed costs, and the existence of strong networks in the 
region being considered for FDI. When some resources remained unutilized or 
when fixed costs had the potential to be spread over additional areas, the 
advocate of the FDI used this as a selling point. These factors did not provide 
sufficient reason to begin the opportunity search on their own; however, they 
acted as an important catalyst that strengthened the initiating forces.  
!
c. Facilitating a favorable internal environment for investment: In cases where 
the initiating force for investment came from an external problem or 
opportunity, or where a key decision-maker or decision-making group drove 
the initiating force, factors that were internal to the firm played a different role. 
Although not driving the decision-making process in these cases, internal 
factors represented the conditions necessary for the formal decision-making 
process to begin. More specifically, during first and second stages of all case 
decisions, it was necessary to confirm that the firm had sufficient internal 
resources to support and sustain an FDI. For example, although managers at 
LCG4 had identified the opportunities for knowledge transfers, growth and 
crossover between the gaming industry and the digital design and animation 
industry long before they began their opportunity search process, it was not 
until they had secured the necessary funding from success in their first feature 
length film that they proceeded with the process. What defined sufficient 
internal resources differed from case to case, but were mainly such factors as 
firm size, financial and human resources, knowledge, networks and structure.  
 
2. Structuring the FDI location decision-making process: Each case decision was made 
under a unique firm environment, the characteristics of which all helped to shape the 
rules and procedures of the related decision-making process. Even in cases where 
decisions were made as the result of very similar initiating forces, under very similar 
operating conditions, differences in the environment that was internal to the firm 
resulted in very different decision-making processes and outcomes. For example, 
LFG2 and LFG3 both resolved to address slowing investment banking markets that 
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resulted from the GFC by refocusing the firm’s strategy onto private banking and asset 
management outside western markets.  
Because of the structure of LFG2 and its strong commitment to fast implementation of 
new strategies through existing advantages, LFG2 had established a Tokyo office within 
five months of the initial FDI proposal. At LFG3 on the other hand, a more gradual and 
careful approach to growth resulted in a 12 month-long decision-making process that took 
a further 12 months to implement, resulting in a joint venture in Seoul. In each case the 
firm context determined not only the mechanism by which the FDI location decision was 
made, but also the drivers of the decision-making process and the measures with which to 
assess a location’s attractiveness. The following quote from the Strategy Group Manager 
at LFG3 illustrates this point: 
 
It is all in the culture of the firm, you know. We are a business that has been 
around for a long time, we were not in a rush to do anything risky and our 
procedures are based on many years of experience. Slow and steady wins 
the race. 
5.3.2.1 Factors that are internal to the firm: Firm-based variables 
 
The firm context of each case was critical in driving, shaping and implementing the FDI 
location decision. Respondents in each case identified nine key characteristics of the firm as 
important considerations during the FDI location decision-making process:  
 
i. resources  
ii. nature of business  
iii. size  
iv. networks and information  
v. organizational culture  
vi. strategy 
vii. international experience 
viii. standard operating procedures 
ix. structure 
 
Consideration of these characteristics included taking into account the history of the firm and 
how the firm got to the form it was in at the time of FDI. For example, a number of the 
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financial services firms were the product of numerous mergers, acquisitions and demergers. 
When considering the experience of each firm, the experience of these composite entities was 
also considered. Like characteristics of the external operating environment, the relative impact 
of different elements of firm context differed in each case according to its fit with other 
aspects of context. For example, in cases with particularly rigid organizational structures, the 
standard operating procedures of the firm were strictly adhered to, with little consideration for 
flexibility and emerging opportunities (see: SCG5). In other cases with different 
organizational forms, however, the immediacy of the initiating force meant that standard 
operating procedures were nearly abandoned and implementation was the number one priority 
of the decision-making process (see: SCG2).  
 
The ten key characteristics of the firm were also closely related, and cross-case analysis 
showed that they produced both individual and cluster effects on the FDI location decision-
making process at case firms. Cluster effects are explored later in Section 5.4. Firm-based 
variables – decision-maker autonomy, commitment to strategy, hierarchical centralization, 
level of politicization and degree of rule formalization, in particular – were found to account 
for the majority of variance in decision processes followed at case firms. Additionally, firm-
based variables had a strong impact on the drivers of location through their central role in 
shaping: (i) the primary forces driving location; (ii) the initiating force, purpose of 
investment, information and networks; (iii) their ability to moderate the auxiliary forces 
driving location; and, (iv) the level of certainty, dynamics of the decision process, chance, and 
decision-maker effects. 
 
5.3.2.2 Factors that are internal to the firm: FDI task-based variables 
 
The characteristics of the FDI task also influenced the FDI location decision-making process 
adopted in each case. Incorporating elements from both the firm and the external 
environmental context, the features of the FDI task reflect the unique context of the FDI that 
cannot be attributed to a specific external, internal nor individual context. Characteristics of 
the FDI task were defined as the firm and key decision-makers’ interpretations of the 
demands and constraints of the specific task at hand. Respondents in each case identified three 
key characteristics of the FDI task as the central considerations during the FDI location 
decision-making process, (i) characteristics of the investment task, (ii) characteristics of the 
investment-task environment, and (iii) the purpose of investment. These three aspects of the 
 191 
investment task summarize the relevant past, present and expected future elements of firm and 
environmental context to the investment. 
 
For example, one key characteristic of the investment task that was discovered by the research 
to be important was unfamiliarity. An evaluation of how unfamiliar the investment task is 
includes an evaluation of the decision maker’s past and present experience, the firm’s past and 
present experience, the expected outcome of the decision, the purpose of the FDI and any 
other concerns that related to the past, present and future. An additional factor to consider is 
that the relative impact of certain elements of the FDI context differed in each case according 
to its synergy with other aspects of context. For example, when the FDI task was highly 
unfamiliar, ambiguous, complex and unstable, decision makers in firms which were driven 
less by standard operating procedures took the opportunity to exercise greater independence 
in decision making, and more subjective decision-making processes followed. In cases driven 
by standard operating procedures, this resulted in long, drawn-out processes that attempted to 
translate the task into a more manageable, comprehensible and objective task.  
 
The characteristics of the investment task and the characteristics of the investment task 
environment were closely related with each other and with other elements of context. Cross-
case analysis showed that together, characteristics of the investment task and its environment 
directly influenced the timing of case decisions. This was primarily due to the interrupts, 
delays and feedback loops that often resulted from uncertainty, complexity and irreversibility 
in the FDI task and its environment. Such effects on the dynamics of the decision process also 
caused characteristics of the investment task and its environment to indirectly influence the 
content of case location decisions. As described in Section 5.2.2, the individual and 
organizational mechanisms (dynamics) of the decision process have a profound impact on the 
location content of the decision. Accordingly, any disruptions to the process will also impact 
location choice. The third element of FDI task-based variables, purpose of investment, had a 
much more direct effect on location in case decisions. As suggested in previous literature, the 
initial consideration set for investment, as well as the criteria used to assess potential host 
locations in later stages of the decision, were both developed with strong reference to the 
purpose of investment (see: Dunning, 2001). For example, at a number of the creative firms 
(see: SCG1, SCG4, SCG5), because the purpose of investment was strategic-asset seeking, 
market-based factors were largely ignored in analysis, and consideration sets and final 
location choice did not reflect a typical ‘race to the bottom’ approach to FDI where costs are 
prioritized over all other considerations.  
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5.3.3 Factors that are individual to the decision-making group 
 
The characteristics of decision-makers were the final group of contextual variables that 
influenced the FDI location decision-making process adopted in each case. Variables that 
were specific to the decision-making group, and more specifically to decision-maker 
characteristics, were shown to affect which decision-making rules and procedures were 
adopted in case firms with varied strength, dependent on other aspects of case context. 
Because individuals are often unaware of their particular influence on decisions, the variables 
that were individual to the decision-makers and decision-making groups were identified by a 
process of comparing multiple perspectives on key events, triangulating multiple sources of 
data and other forms of in-depth within- and cross-case analysis. In a number of cases, 
respondents were able to accurately reflect upon their personal role in the FDI location 
decision. However, it was first necessary to cross-reference this information with other 
accounts of the FDI location decision prior to incorporating it into findings. The 
characteristics of the decision-maker and decision-making group environment were found to 
directly influence the FDI location decision-making processes at case firms in three key ways: 
 
1. Facilitating the adoption of the initiating force: Unlike external and internal 
environmental considerations, factors that were individual to the decision-maker or 
decision-making group were not considered strong enough to constitute an initiating 
force at any case. The important role these characteristics had in the initial stages of 
case FDI location decisions was instead as a facilitator and advocate. The initiating 
force in each case required a champion within the firm to rally the necessary support 
for the decision to engage in FDI. Characteristics of the decision makers within the 
firm had a profound impact on whether or not they would act as a champion, and how 
easily the initiating force could be transformed into a formal FDI task. The Director at 
SCG4 emphasizes this point: 
 
We had many, many offers over the years to open an office or a 
showroom overseas, I just wasn’t sure about it until recently. We are a 
family-owned and -run business, the firm’s success has been based on 
our individual success and any decisions need to have the support of the 
family to go ahead. 
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2. Driving the FDI location decision: Independently of the initiating source, in all case 
firms decision-making processes were driven by a group of individuals. Even in firms 
with strict standard operating procedures, it was the individual actors of the firm who 
were responsible for implementing the standard procedures, and characteristics of 
those actors influenced the decision-making process. Decision-making rules and 
procedures at each stage of the decision were, therefore, driven by individual decision-
makers, with varying room for individual input depending on other aspects of case 
context. In cases where standard operating procedures did not exist, the personal 
characteristics of the decision-makers, such as knowledge and experience, were relied 
upon to develop an appropriate decision-making process. This had a profound impact 
on the FDI location decision. The CFO at LFG5 explains: 
 
You can say a lot about policies and procedures and rules and strategy 
but ultimately it is the people in the firm that make decisions and drive 
the process and you can’t ignore their influence on it. 
 
3. Reducing uncertainty in the FDI location decision: Closely connected with their part 
played in driving the FDI location decision-making process, it was the primary role of 
decision-makers to reduce uncertainty in the FDI location decision. As mentioned 
previously, the set of possible alternative strategies in FDI location decisions is almost 
infinite. Further complicating the task of the FDI location decision is the high level of 
uncertainty surrounding what alternatives are possible and how to accurately assess 
them. In order to be able to best approach the FDI location decision, it was the role of 
decision makers to reduce this uncertainty by focusing on a manageable consideration 
set of FDI strategies and locations. Because it is not humanly possible to consider all 
possible options in this process, decision makers were required to satisfice, or find 
solutions that were good enough within the constraints of the decision. In deciding 
what was good enough, decision makers were forced to rely on their own personal 
characteristics, and this was the last influence of individual decision-makers observed 
at case decisions. The Owner/Founder/Head Designer at SCG1 clarifies this point:  
Oh I am not a high flying executive; I am an artist. When it came to 
opening a business overseas I didn’t know what to do, there were so 
many options! So I asked around but eventually just decided to stick with 
what I knew, where I had been, and what I thought would work. 
Otherwise it would have gotten far too complicated. 
 
Decision-maker characteristics were defined as the enduring aspects of the decision maker 
that were not task specific. Cross-case analysis identified three key characteristics of decision 
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makers as central considerations at case FDI location decisions: (i) knowledge, (ii) ability, and 
(iii) motivation. These three categories were borrowed from Kumar and Subramaniam (1997) 
because of their ability to group the numerous relevant characteristics of decision makers 
according to the type of effect they had. Like other relationships between contextual variables 
and FDI location decisions examined previously, the impact of each of the characteristics of 
decision makers varied according to how it fitted with other aspects of the decision context. 
For example, in cases with a high commitment to standard operating procedures and multiple 
levels of ratification and group decision making, individual decision-maker characteristics had 
very little impact on FDI location decisions.  
 
The knowledge, ability and motivation of case decision makers were closely related to each 
other, and also to other elements of context. Cross-case analysis showed that as the central 
actors in the FDI location decision, decision makers were responsible for interpreting every 
other aspect of context and, accordingly, their characteristics had the potential to shape every 
aspect of the FDI decision-making process: procedures and rules, timing and interrupts, 
content and location. The relationships between their characteristics and the FDI location 
decision were moderated by two factors: (i) the size and number of different decision-making 
groups, and (ii) the autonomy of the decision-making group. Regardless of size, however, in 
cases where the entire decision-making group shared characteristics, decision-maker effects 
were still visible. Perhaps the diversity of the decision-making group is a more suitable name 
for this moderating effect.  
 
Three characteristics of decision-making groups influenced FDI location decisions: (i) tension 
avoidance, (ii) relationships among individuals and groups, and (iii) communication between 
decision-making groups. Tension avoidance in groups influenced the possibility of internal 
interrupts, as well as the level of politicization in decision processes. Relationships among 
individuals and groups also influenced the level of politicization in decision processes in 
addition to the ability of groups to work together constructively, pool resources and achieve 
optimal outcomes. Communication between decision-making groups influenced the accuracy 
and the timing of the information content flow through the decision process. In these ways, 
decision-making group characteristics had the potential to influence both decision content and 
processes at case decisions.  
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5.4 Contingency Effects  
5.4.1 Variations in FDI Location Decision Process  
The proceeding sections have described general rules and procedures which applied to all case 
decisions. When examining case decision-making procedures and rules in detail, however, it 
became clear that specific features of the five stages of decision-making procedures and the 
decision-making rule changed according to decision context, and that these features accounted 
for the majority of variance between case decision processes. FDI location decision-making 
procedures at focal cases differed according to the set of decision-making rules that prevailed 
at each company. The specific features of the decision-making rules and procedures, and their 
various manifestations in the case decisions are outlined below.  
 
Variations in Procedures  
 
Because FDI location choice requires the consideration of an almost infinite number of factors 
and variables that cannot all be considered within reason, related decision-making processes 
are inevitably high in risk and uncertainty. In order to minimize this risk and uncertainty and 
turn the FDI location decision into a manageable task, case firms engaged a set of decision-
making procedures in line with the decision making rule adopted for the decision. Decision-
making procedures in each case followed the same five-stage pattern of organizational 
activities, depicted in Figure 5.1. However, because of differences in the external, internal and 
individual contexts of each decision, the specific procedures followed to complete these 
activities varied from case to case. Additionally, because of differences in context the five 
decision-making rules were interpreted differently across cases and this resulted in further 
variance in procedures.  
 
The key features of decision-making procedures that varied across all stages of the focus 
cases include:  
 
i. comprehensiveness 
ii. sources and use of information 
iii. reporting and communication 
iv. rule formalization 
v. hierarchical decentralization and lateral communication 
vi. role of decision makers and politicization 
 196 
The comprehensiveness of the decision procedures adopted in case firms related to the depth 
of scope and content of organizational procedures carried out at each stage of the decision. 
This included activities such as the extent of scheduled meetings, the assignment of primary 
responsibility, information seeking activities, systematic use of external sources, employees 
involved, years of historical data review, use of specialized consultants and other such 
pursuits. The comprehensiveness of decision procedures at each stage of the decision related 
strongly to which decision rule was guiding the decision, and the initiating force behind the 
decision. 
 
In each case firm, actors employed different resources to inform their decision-making 
analysis and processes. Sources of information included internal and external resources, 
primary and secondary reports and databases of information, professional and social 
networks, informal advice and formal consulting, and personal experience and hearsay. 
Because of the high level of uncertainty surrounding the FDI location decision, the accuracy 
and depth of information provided by sources was critical in shaping decision processes and 
outcomes. However, volume and quality of information were not sufficient in themselves in 
securing optimal decisions. Additionally, how the varied sources of information were actually 
used in decision-making processes played an important role in the decision. In some cases a 
range of information was collected for analysis; however, it was only analyzed superficially. 
Whether or not this constituted a better-informed decision than cases that used a small number 
of resources in depth depended on case context. This factor was strongly related to the 
comprehensiveness of decision-making processes at case firms.  
 
How decision-making processes and outcomes were communicated and reported at each stage 
of the decision differed greatly across firms and had a strong impact on subsequent stages of 
the decision. Accounts of decision-making processes took many different forms and varied in 
their accuracy. Particularly in cases where reporting measures were strictly monitored, there 
was a greater likelihood that what was reported from one stage to another did not match the 
actual processes conducted, and this led to a discrepancy between processes and outcomes. 
Examples of areas of difference included financial statements, detailed cost studies and 
informal oral reports.  
 
The degree to which there existed a written procedure to guide the decision-making process 
influenced not only processes but also decision-making analysis. Often in cases with a high 
degree of rule formalization, standard operating procedures and procedural rationality 
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replaced general rationality and critical analysis in decision making. Rule formalization 
included, but was not limited to, the existence of a formal procedure to identify alternative 
paths of action, formal screening procedures, formal documents guiding the final decision, 
and predetermined criteria for evaluation. 
 
Hierarchical decentralization referred to the extent of vertical decentralization of decision 
makers at each stage of the process. The nature and extent of decision maker involvement at 
different levels of the organizational hierarchy differed from case to case. The number of 
hierarchical levels involved in actual decision making varied from one to four. In addition to 
the higher level decision makers at case firms, a group of actors responsible for information 
collection and processing also played an important role in decisions. With the inclusion of this 
group of actors, the number of hierarchical levels involved in the decision-making process as 
whole ranged from two to six. Lateral communication indicated the degree of balanced 
participation of all relevant functional areas of the organization in the five stages of the 
process. In some cases representatives from a range of divisions, such as finance and 
accounting, operations, marketing and sales, and human resources, participated in decision 
making. In others, the responsibility was exercised solely by one division or group of actors.  
 
The role of decision makers at each stage of case FDI location decision varied greatly. In 
some cases decision makers were almost autocratic in their style of decision making, and as a 
result their personal strengths and limitations flowed through to decision outcomes. In other 
cases more devolved or collaborative and participatory procedures took precedence, thus 
group decision-making processes mitigated the influence of individual decision-maker bias.  
 
Closely related to the role of decision makers at each stage of case decisions was the level of 
politicization in decision-making processes. Politicization involved the degree to which 
interpersonal factors influenced each stage of the decision. In cases where decision making 
was more devolved or involved a single decision-maker autocracy, there was little room for 
politicization. However, in cases where groups of decision makers led the decision in an 
autocratic style, and in collaborative and participatory situations, there was substantial room 
for interpersonal politics to shape processes. Examples of politicization included bargaining 
and negotiation, coalition formation, internal and external resistance and other interpersonal 
interruptions to the process.  
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These classifications of the six features of decision-making procedures were adapted from 
those identified in past literature (Papadakis et al., 1998). Because of the heightened level of 
uncertainty involved in the FDI location decision however, the effect of their variance on 
decision outcomes was magnified. Furthermore, without a clear set of utility preferences and 
probabilities, the role of sources and use of information was also amplified in defining what 
constituted maximum subjective expected utility.  
 
There were two additional features of decision-making procedures that differed across cases 
and had a noteworthy impact on outcomes. These features related only to the first two stages 
of the decision-making process, yet played an important role in location choice. The first two 
stages of case FDI location decisions involved recognizing and agreeing to act upon the 
initiating force for the FDI, developing possible solutions for the FDI, defining and refining 
decision-making rules, and defining and refining drivers of location. Accordingly, procedures 
at these two stages of the decision were of critical importance because they drove both the 
shape and content of subsequent stages of the decision. The two features include: 
 
i. problem solving dissension 
ii. initial consideration set development 
The level of problem solving dissension related to the degree of conflict and/or disagreement 
in problem solving during the initial two stages of the decision-making process. Because the 
first two stages of the decision involved defining the rules that would drive decision-making 
and location choice, how the rules were defined was an important indicator of decision-
making effectiveness and also reflective of how subsequent activities would occur. In cases 
where the level of problem solving dissension was high, this was indicative of either a highly 
political decision-making context, or a complex and uncertain FDI task. Because decision-
making rules were founded on shaky ground in such cases, subsequent decision-making 
processes were likely to also include high levels of conflict. In organizations where such 
conflict was counterproductive, the resulting decisions were likely to focus more on securing 
agreement than finding the optimal solution, compromising overall decision quality. In 
organizations where conflict was positive, then resulting decisions were likely to consider a 
wider range of alternatives and thereby produce more comprehensive decisions.  
In cases where the level of problem solving dissension was low, this was indicative of either a 
highly autocratic or process-driven decision-making context, or a relatively simple and well-
defined FDI task. Because resulting decision-making rules were founded with little 
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disagreement (whether through consensus or coercive behavior), subsequent decision-making 
stages were also found to have low levels of problem solving dissension.  
 
This relative ease in decision-making implementation was indicative of one of two outcomes 
for such cases. Firstly, at cases where dissension was not catered for in rigid organizational 
structures, this acted as a disincentive for creative and strategic thinking, and often meant that 
optimal location strategies were ignored in favor of decision-maker preferences or safer 
options predetermined by company strategy. For example, at LCG1 the predetermined 
strategy for expansion into Canada meant that the FDI was pursued in the country even after 
reputational concerns in the country caused costly delays in the implementation process. 
Secondly, in cases where low levels of dissension were the result of a well-defined FDI task, 
this meant that a greater depth of sources and alternatives could be considered in decision-
making, and therefore the final location choice was optimal. For example, at SFG5 the size 
and culture of the firm meant that the initial opportunity recognition and evaluation of task for 
FDI was very specific, involved decision makers of varied functional background and resulted 
in a very detailed FDI task. As a result, the FDI location decision process was able to cut out 
inefficient parts of the process and conduct research into only relevant potential locations, 
using only high quality information. In all case contexts, first and second stage problem 
solving dissension played an important role in the rest of the decision. 
 
An additional outcome of the first two stages of the FDI location decision was a consideration 
set, which included the possibilities or alternative location strategies under consideration for 
final location choice. Over the course of the decision-making process, the consideration set 
evolved to become a more manageable size and include more information. However, with 
only a couple of exceptions, all case decisions followed a stage approach where the initial 
consideration set comprised the entire set of possible outcomes for the decision and was 
narrowed down from stage to stage. Accordingly, how the initial consideration set was 
identified, and what size and form it came in was of great importance. In some cases the 
consideration set was defined at the first stage of the decision, as a result of the initiating force 
(see: LFG1, LFG3, SFG2, SFG4, LCG1), and in some cases the consideration set was 
purposely kept open and not outlined until the third stage of the decision (see: LFG2, LFG4, 
SFG1, SFG5, SCG5).  
 
The more specific the initial consideration set was, the greater depth of information could be 
collected with regard to each potential host city. The broader the initial consideration set was, 
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the greater breadth of alternatives could be considered. Furthermore, because cities within 
countries and, to a much lesser degree, countries within regions, may share common features 
in their regulatory, cultural and political economic environments, cases that begun with a 
country- or region-specific initial consideration set employed different differentiators in their 
analysis. Although each case followed a similar trend in using broader operational 
differentiators to develop the final consideration set in the third stage of the decision, and 
more specific indicators of location attraction and added-value factors in the final two stages 
of the decision, firms with country- or region-specific initial consideration sets were forced to 
analyze a wider range of concerns in order to effectively differentiate between locations.  
 
Finally, how the initial consideration set was developed and from what part of the 
organization was also important to FDI location choice. Because of the uncertainty 
surrounding FDI location decisions, and the almost infinite number of alternatives and factors 
to be considered, the development of the initial consideration set was an important strategy for 
ensuring manageability in the decision. Case firms generated the initial consideration set in 
four different ways. First, a proliferation of consideration sets were generated in different 
parts of the organization; second, consideration sets of varied size were derived from 
company strategy and dictated by firm and external factors; third, vested interests devised and 
selected the consideration set; and, finally, a restricted number of alternatives were included 
in the consideration set as dictated completely by the initiating force. 
 
Variations in Rules 
 
The underlying premise of the decision rule engaged in each case was that decision content 
and the procedures used to refine decision content to reach final location choice were assessed 
and selected according to which was viewed as having the greatest subjectively expected 
utility. As mentioned previously, expected utility was measured according to a cost-benefit 
analysis of the strategy in relation to the goals and constraints of the decision makers within 
the firm. Because goals, constraints, and the decision-making abilities of key actors differed 
across cases, so did the decision-making rules. Decision-making rules varied according to 
what was emphasized as the priorities of the decision and decision-making, and how it was 
expected those priorities would be implemented. Five classes of decision-making rules were 
observed in case MNEs: 
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i. Results!
ii. Procedural rationality!
iii. Fulfillment of plans!
iv. Vested interests!
v. Garbage can!
Each of these elements is examined in turn. 
 
Results: In cases following the results rule, the FDI location decision-making process was 
results oriented, purposefully rational within the limits of its decision makers and context, and 
aimed to find an optimal solution for the FDI task. Actors in the decision-making process 
included a collection of people pursuing common direction, and goals maintained a level of 
consistency from decision start to finish. Decision-making analysis typically associated with 
the results rule included cost-benefit analysis, computational and technical analysis. The 
following response from the Chairman/Presider/Co-founder of LCG2 summarizes the results 
rule: 
 
In order to make sure that the process was completed and that all the needs 
of the investment were met we did structure the decision process and make 
sure there were rules and timelines and so on and so forth. The priority was 
still however on finding the best possible location for the investment so if 
anything came up or if anyone had an idea that seemed really attractive and 
didn’t quite fit within the original structure of the decision we still 
investigated it. We had to make sure the decision was right. 
 
Procedural rationality: In cases that followed the procedural rationality rule, the FDI 
location decision-making process was oriented towards fulfilling organizational procedures 
and thereby satisfying procedural rationality. Actors in the decision-making process included 
representatives from relevant operational divisions, under the direction of senior management, 
and goals were largely dictated by strategy and, thus, did not alter significantly over the 
course of the decision. Decision-making analysis typically associated with the procedural 
rationality rule included cost-benefit analysis, computational and technical analysis. The 
following response from the Strategy and Marketing Officer of LFG4 summarizes the 
procedural rationality rule: 
 
There wasn’t exactly a lot of room for our own opinions in decision-making. 
There was a specific procedure to follow, and we were given very specific 
instructions about how we were supposed to follow the procedure and what 
our objectives were. Of course we had to do the analysis and make the final 
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decisions ourselves, but even then there was a right and a wrong way of 
doing things. 
 
Fulfillment of plans: In cases which followed the fulfillment of plans rule, the FDI location 
decision-making process emphasized implementation over decision making so that 
predetermined plans may be fulfilled as quickly and efficiently as possible. Actors in the 
decision-making process varied, depending on who was required to fulfill the plans. 
Typically, decisions were driven by actors who were actively invested in the plans, and were 
carried out by senior and middle level management. Decision-making analysis typically 
associated with the fulfillment of plans rule included implementation planning and 
computational and technical analysis. The following response from the Executive Affiliate at 
SFG2 summarizes the fulfillment of plans rule: 
 
I guess the process that we followed wasn’t typical because rather than 
starting with a broad strategy and then finding the right place, had already 
chosen the right place and we just needed to find a city or opportunity that 
would best allow us to set-up business and implement our strategy. Yeah so I 
guess it was still a search process but we looked mostly at things relating to 
implementation. 
 
Vested interests: In cases which followed the vested interests rule, the FDI location decision-
making process was manipulated to satisfy vested interests. Actors in the decision-making 
process included powerful coalitions, and multiple and often conflicting goals were pursued 
during the decision. Decision-making analysis typically associated with the vested interests 
rule included bargaining and negotiation, judgmental or intuitive analysis; and cost-benefit 
and computation and technical analysis done when required by the organization. The 
following response from the CEO Japan at LCG3 summarizes the vested interests rule: 
 
In compiling the list of possible locations for investment, every group followed 
the relevant rules and procedures, and made sure that all the operational 
requirements of the investment were fulfilled. In selecting the location however, 
it was simply a matter of who could argue their case the best. Bargaining was 
crucial. 
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Garbage can: In cases which followed the garbage can rule, there was essentially not one 
rule which guided the FDI location decision-making process. Instead, chance played a large 
role in decision making; decision strategies were selected as the result of almost random 
collisions of problems, solutions, participants and opportunities. The garbage can rule was 
named after garbage can model of organizational choice, based on the premise that some 
decisions do not follow an orderly process from problem to solution, but are outcomes of 
several relatively independent streams of events within and outside an organization (Cohen, 
March & Olsen, 1972; Daft, 1982). Actors in the decision-making process included a random 
assortment of participants, and goals were ambiguous and shifting. Decision-making analysis 
associated with the garbage can decision rule did not follow any trend. The following 
response from the Operations Manager at SCG2 summarizes the rule: 
 
I am not sure if there really was a decision-making process per se, I mean I 
went through all the relevant steps, tried to identify what the investment was 
about, collected information and reviewed it before making a decision but 
there were no constraints placed on the decision…things kind of just 
happened when they happened, and whoever was involved was involved. I 
mean I had other things on my mind and the investment was not my priority 
so I got to it when it came up. 
 
These five decision-making rules were the guiding principles which governed how decision-
making procedures and analysis were used to reach the final FDI location decision. The broad 
decision-making orientation of each rule stayed fairly consistent across all five stages of case 
FDI location decision-making processes; however, the decision-making analysis employed by 
decision makers to implement the rule often differed from stage to stage. This was primarily 
attributable to the differing goals and constraints of organizational strategies at each stage of 
the FDI location decision. The type of decision-making analysis used at each stage of the 
decision differed as the result of changing considerations being interpreted in light of the 
decision-making rule. The five decision-making rules observed in case decisions and the type 
of analysis used at each stage of decisions following each rule are summarized in Table 5.2.  
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Table 5.2 – FDI Location Decision-Making Rules and Analysis 
 
 
Decision-
Making Rule 
Decision-Making Analysis  
 
  1. 
Problem/ 
opportunity 
recognition 
2. 
Evaluation     
of task 
3. 
Consideration 
set 
development 
4. 
Information 
collection and 
processing 
5. 
Final selection 
Results 
 
Cost-benefit Cost-benefit Cost-benefit Cost-benefit Cost-benefit 
Procedural 
Rationality  
Financial and 
technical 
analysis 
Financial and 
technical 
analysis 
Cost-benefit Financial and 
technical 
analysis 
Financial and 
technical 
analysis 
Fulfillment of 
Plans 
Implementation 
of plans 
Implementation 
of plans 
Cost-benefit Implementation 
of plans 
Implementation 
of plans 
Vested 
Interests 
Bargaining and 
negotiation
  
Bargaining and 
negotiation
  
Cost-benefit Bargaining and 
negotiation 
Bargaining and 
negotiation 
Garbage Can Judgmental or 
intuitive  
Judgmental or 
intuitive 
Cost-benefit Cost-benefit Judgmental or 
intuitive 
Source: Based on case findings 
 
 
In much the same way as Aharoni demonstrated over forty years ago, case findings showed 
the traditional decision-making model assumptions as being invalid in the context of FDI 
(1966). The assumptions of a single decision-making unit, with a single set of utility 
preferences, knowledge of a reasonably full range of action alternatives and their 
consequences, and the capacity to make the appropriate calculations for selection to maximize 
utility were not applicable in the cases observed. In each case, a different combination of 
actors, from different backgrounds and with different means and goals, used different sources 
of information to form different consideration sets and location choices in a decision context 
where the knowledge of the range of alternatives and their consequences was severely limited. 
The key features of decision-making procedures were both shaped by – and helped to shape – 
goals, constraints, objectives and analysis of the decision-making rule, and together these 
procedures and rules resulted in FDI location choice.  
 
This research delves beyond Aharoni’s (1966) analysis to explore the relationship between 
variance in decision-making processes and variance in decision-making context, i.e., the 
contingency patterns observed across case decisions.  
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5.4.2 Contingency Patterns 
 
As highlighted in Section 5.3, interactions between variables at the level of the environment, 
the firm and the decision maker were observed in each case and were reflected through 
context-related patterns. These patterns differed in two ways: according to decision-making 
procedures, and according to the decision-making rules used to drive decision-making 
procedures. In analysis, cases were categorized according to the decision-making procedures 
and rules followed within the firm, and according to characteristics of the case context. Using 
thorough cross-examination, it became clear that while there were many sources of variance 
between case decisions, the same broader patterns in decision-making procedures and rules 
were repeating themselves according to context. The presence of these patterns suggested that 
variance between case decision-making processes was not random, but instead a function of 
context, and also confirmed the need for a contingency approach to FDI location decisions.  
 
5.4.2.1 Decision-Making Models 
 
The interaction between rules and procedures identified by case decision makers was grouped 
into five models that were variations of the general model proposed in Figure 5.3. The five 
prototypical patterns in which the decision-making process varied in the case organizations 
are identified as decision-making models. These models are: 
 
(i) Systemic Bureaucracy Model (SBM) 
(ii) Strategic Planning Model (SPM) 
(iii) Political Expediency Model (PEM) 
(iv) Managerial Autocratic Model (MAM) 
(v) Systematic Collaboration Model (SCM) 
 
The typology of strategic decision-making models put forth by Shrivastava & Grant (1985) 
was adapted to help classify the case findings into patterns. The five decision-making 
processes characterized by these patterns, are summarized in Table 5.3, and are differentiated 
by two principal sources of variation. The first source of variation is in decision-making 
procedures, including characteristics such as the decision-making orientation, decision-
making analysis, comprehensiveness, sources and use of information, reporting and 
communication, rule formalization, hierarchical decentralization and lateral communication, 
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and the role of decision makers and politicization. The second source of variation is decision-
making rules, with each model generally corresponding with one of the five decision-making 
rules outlined in Table 5.2.  
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Table 5.3 – Summary of FDI Location Decision-Making Process Models 
 
Characteristics Systemic 
bureaucracy  
Strategic 
planning 
Political 
expediency 
Managerial 
autocratic 
Systematic 
collaboration 
Cases LFG1, LFG2, 
LFG3, LFG4, 
LFG5, SCG5 
LCG1, SFG2, 
SFG3, SFG4 
LCG3, LCG5, 
SFG1, SFG5 
SCG1, SCG2, 
SCG3, SCG4 
LCG2, LCG4 
1. Decision-Making Rule 
 
Broad decision rule Procedural 
rationality 
Fulfillment of 
plans 
Vested interests Garbage Can Results 
FDI strategy 
 
Global trends 
interpreted by 
firm strategy 
Incorporated into 
overall firm 
strategy 
Defined by vested 
interests 
Defined by key 
decision maker(s) 
Global trends 
interpreted by 
decision maker(s) 
Orientation/ motivation Fulfilling 
organizational 
procedures 
Implementation 
is emphasized 
over decision 
making 
Decision-making 
process is 
manipulated to 
meet desired 
decisions 
Emergent style of 
decision making 
Innovation through 
collaboration-
focused process 
Type of analysis Primarily 
objective – cost- 
benefit analysis 
is emphasized 
Financial and 
technical 
analysis and 
implementation 
planning are 
emphasized 
Bargaining and 
negotiation among 
members, Analysis 
done on what the 
organization will 
accept as legitimate 
Judgmental or 
intuitive 
Primarily subjective 
cost-benefit analysis 
is emphasized 
Exceptions to above 
decision rules 
Depending on 
commitment to 
strategy can be 
driven by 
‘fulfillment of 
plans’ 
None None Depending on 
decision-maker 
knowledge and 
ability can be 
driven by 
‘fulfillment of 
plans’ rule 
None 
2. Decision-Making Procedures 
 
2.1 Whole decision 
Comprehensiveness High 
 
 
Low Medium Low High 
Sources and use of 
information  
Internal and 
external 
databases, 
Networks 
Internal and 
external 
databases, 
Networks, 
Consultants 
 
Internal databases, 
Networks, 
Consultants 
Networks, 
Consultants 
Internal and external 
databases, Networks 
Reporting and 
communication 
 
Formal reporting 
structure 
between each 
level in 
organizational 
hierarchy  
 
Communication 
between levels 
formal and report 
format 
Formal reporting 
structure 
between each 
level in 
organizational 
hierarchy  
 
Communication 
between levels 
formal and report 
format 
Formal reporting 
structure between 
each level in 
organizational 
hierarchy  
 
Communication 
between levels 
formal and report 
format 
 
Reporting and 
communication as 
required by 
strategy  
 
Generally, fairly 
fluid and informal 
Reporting and 
communication 
between different 
groups involved in 
decision-making is a 
structured process 
with informal and 
formal, two-way 
communication 
Rule formalization High High High Low Medium 
Hierarchical 
decentralization 
Low (decision-
making) 
High 
(information) 
Low (decision-
making) 
Medium 
(information) 
 
Low (decision-
making) 
Medium 
(information) 
Low (decision-
making and 
information) 
High (decision-
making and 
information) 
Lateral communication  Medium Low Medium Low High 
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Role of decision-
makers and 
politicization 
Decision-maker 
autonomy bound 
by procedures, 
politicization 
minimal 
Decision-maker 
autonomy and 
politicization 
allowed, within 
constraints of 
strategy 
Decision-maker 
autonomy bound 
by procedures, 
politicization high  
Decision-maker 
autonomy high, 
politicization high 
Decision-maker 
autonomy high, but 
bound by multi-level 
group decision-
making processes 
Politicization 
medium 
 
Number of actors 
involved  
Several groups of 
people 
Single groups of 
people 
 
A Coalition of 
individuals  
Usually one or two Several groups of 
people 
Hierarchical levels and 
roles 
Decision-
making: 
Executive 
management 
 
Information 
collection: 
Functional area  
Decision-
making: 
Executive 
management 
 
Information 
collection: 
Executive and 
middle 
management 
 
Decision-making: 
Executive 
management 
 
Information 
collection: Middle 
management, 
Coalitions 
Decision-making: 
Key decision-
maker 
 
Information 
collection: Key 
decision-maker 
Decision-making: 
Executive 
management and 
team leaders 
 
Information 
collection:  
Functional area  
2.2  Specific decision-making stages 
Initial consideration set 
 
Proliferation of 
consideration 
sets generated in 
different parts of 
the organization, 
driven by 
company 
strategy and 
dictated by firm 
and external 
factors 
Restricted 
number of 
consideration 
sets (generally 
country-specific) 
derived from 
company 
strategy and 
dictated by firm 
and external 
factors 
 
Consideration sets 
are devised and 
selected by vested 
interests 
Restricted number 
of consideration 
sets driven by key 
decision maker(s) 
Proliferation of 
consideration sets 
generated in 
different parts of the 
organization, then 
narrowed down with 
bargaining and 
negotiation 
 
Problem solving 
dissension 
Low Low High Low Medium 
   Stage 1-2 Procedures for 
disseminating 
and 
communicating 
consideration 
sets are well 
developed 
Task evaluation 
is almost non-
existent 
The company 
strategy is 
presumed to have 
incorporated the 
task evaluation 
activities 
 
Multiple strategies 
are generated but 
only one 
championed by the 
vested interest 
group 
Apparent 
domination of one 
set from beginning 
Task evaluation is a 
collaborative process 
that involves actors 
from different parts 
of the organization 
Multiple strategies 
are generated 
  Stage 3-5 Solution 
development 
procedure is also 
predefined 
Solution 
development 
revolved around 
modification of 
plans to 
accommodate 
changed 
conditions 
Solution 
development is 
influenced by 
individuals or 
vested interests 
Limited amount of 
participation in 
solution 
development  
Key managers 
develop the 
location strategy 
with aid from one 
of more assistants 
 
Solution 
development 
involves 
collaboration 
between different 
parts of the 
organization, 
negotiation, and 
guidance from key 
decision-makers 
Source: An adaptation of Shrivastava and Grant (1985) based on case findings. 
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The Systemic Bureaucracy Model 
 
The Systemic Bureaucracy Model (SBM) was characterized by situations in which global 
market trends were interpreted by the predetermined company internationalization strategy, 
organization systems and official rules and regulations to determine the FDI location decision. 
The result was usually a phased development of the overseas function. Because organizations 
following the SBM generally followed an iterative approach to internationalization, such as 
that espoused by the process approach (see: Johanson & Vahlne, 1977), the 
internationalization trajectory of the firm was often predetermined in some broad way. The 
various stages of this generalized strategy from most familiar to most different markets were 
each implemented when an appropriate initiating or auxiliary force came along. In cases 
where the initiating or auxiliary forces related to newly available resource 
s, the internationalization strategy was followed most closely. Only in cases where the 
initiating or auxiliary forces were extraordinary, such as a particularly attractive outside 
proposal, environmental instability, or the growth of a particular market, was the 
predetermined strategy deviated from in any great way. From the initial recognition of the 
particular opportunity or problem for FDI, to the final selection of location, the entire FDI 
location decision-making process at firms following the SBM was outlined according to 
existing operating procedures. Accordingly, the rule of procedural rationality guided decision 
making throughout the process. This is not to say that decision makers at SBM firms engaged 
in all aspects of ‘rational’ choice. Instead, because fiduciary responsibilities required that 
many alternatives were developed in the decision processes, alternatives were only thinly 
analyzed and decision analysis was in some ways simultaneously rational and intuitive. In this 
way SBM firms engaged in some but all aspects of rational choice, decision makers sought 
information from many sources but only focused on a few.  
 
Typically, a number of different proposals for FDI were generated in different parts of SBM 
firms, and then communicated up to the central decision-making group for selection of one 
proposal to act upon, thereby beginning the decision-making process with the formal 
recognition of the need for FDI. At this point in time, the central decision-making group then 
outlined a number of broad strategic priorities or constraints on the FDI, usually including the 
purpose of investment. Then the remainder of the decision task was delegated to the relevant 
operational group, under the guidance of at least one senior level manager, generally the Chief 
Financial Officer. A more detailed evaluation of task activity was then carried out by middle-
level managers, which added depth to the purpose of the investment, and specific further 
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priorities and constraints of the FDI. Multiple consideration sets were then generated during 
the second and third decision-making stages. At the third stage of the decision, the 
responsibility for this process was delegated to researchers and functional members of the 
organization. Interestingly, although these actors represented the lowest level of the 
organizational hierarchy involved in the decision process, they also had the greatest autonomy 
in their task of developing consideration sets for the FDI. Solution development was guided 
by the existing operating procedures and cost-benefit analysis, with an additional review to 
add innovative solutions. Once completed, the results of their research were combined to 
develop a consensual view of the opportunities and problems facing the organization. Then, 
these results were communicated either in report or formal verbal form to the supervisory 
manager so that they might be refined, and then communicated to the central decision-making 
group. The supervising manager then reviewed, edited, and forwarded the consideration set 
report to the relevant decision-making body. The final stage before final location selection 
was to collect additional information and review the contents of the consideration set. These 
procedures usually involved technical, financial and cost benefit analyses of each alternative, 
as well as consultation with additional sources such as networks. At the final stage of the 
decision, the central decision-makers came back together to report the findings of their 
information collection and processing. In analysis for final location choice implementation 
planning was emphasized in addition to the usual cost-benefit analysis. In most SBM cases, 
final location choice required ratification by an additional group, typically the Board of 
Directors.  
 
The decision-making procedures followed at SBM cases were highly comprehensive. There 
were extensive processes of situation diagnoses, alternative generation and alternative 
evaluation. As demonstrated by the number of meetings involved, centralization of decision-
making responsibility with delegated decentralized information collection and processing, the 
systematic use of external sources and the number of different decision-makers of different 
functionalities involved. Cases following the SBM had a great depth of international 
experience and, as a result, had large amounts of internal resources that helped to inform 
decisions. In addition to detailed internal databases of information, this included widespread 
internal networks such as other subsidiaries and external personal and professional networks. 
Thus, problems relating to inaccurate or incomplete information were minimal, and additional 
networks were only built as required. Many actors were involved in such decisions, with a 
high degree of lateral communication, delegation of specific responsibilities down the 
organizational hierarchy, and centralized decision-making. Because of this structure, and the 
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necessity of relying on standard operating procedures to ensure the successful operation of 
this structure, there was little room for politicization or decision-maker autonomy in decision-
making. The distinguishing characteristic of cases following the SBM was, however, a very 
high degree of rule formalization. Although a minimum level of adherence to standard 
operating procedures was required to enable such firms to operate successfully, as typically 
they were of a large size, this reliance led to two inherent problems. Firstly, in relying or 
being bound by standard operating procedures, often decision-makers became lazy in their 
role and did not think critically or strategically enough. Because decision-making procedures 
were bound to predetermined strategies they were not sufficiently open to emergent 
opportunities, or opportunities that were not commonly pursued. Secondly, as part of the high 
degree of rule formalization, SBM firms had in place strict formal procedures for 
communication and reporting in decision-making. Because of the desire to adhere to 
appropriate standards in processes, often decision-making actors misrepresented the actual 
processes followed in their role. This in turn had the potential to lead to misinformed 
decisions, as illustrated by the MD at LFG1: 
 
There are an awful lot of rules and processes to follow and sometimes it is 
just not possible to follow them all within the time and resource 
constraints of the investment. So we have to do our best and make a few 
informed shortcuts to develop the set of locations, but then when we report 
them we say we have met all the necessary requirements and take some 
liberties in describing the process. It is not like we are wildly just choosing 
whatever we like, we have experience. We just can’t waste time. 
 
The Strategic Planning Model 
 
In the Strategic Planning Model (SPM) firms used their long-term strategic plans as the guide 
for making FDI location decisions. The long-term strategic plans of these firms all included 
an internationalization component, and overall firm strategy often had a specific location 
focus. Unlike firms following the SBM, however, these long-term strategies were not 
necessarily based upon a gradual, phased process of internationalization. Instead, strategies 
for internationalization were determined to suit the needs of the unique, and often niche, 
market strategy of the firm. For example, at case SFG4 the firm’s key service was to assist 
Chinese firms internationalize to Europe and vice versa. Therefore, even though Europe and 
China are neither close in physical nor cultural proximity, these two areas were the sole focus 
of internationalization of the firm. Accordingly, born-globals appear to fit particularly well 
within the SPM. Because the initiating force was always a predetermined strategy at SPM 
firms, the auxiliary force required for the FDI location decision process to begin always 
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related to finding the right conditions for implementation. This generally either included 
newly available resources, or an outside proposal. The FDI location decision process that 
followed in many ways mirrored this method of recognizing opportunities for investment. 
This is because the implementation of plans decision rule drove decision-making processes at 
all firms following the SPM. In this way, organizational activities at each stage of the decision 
involved searching for the best possible means of implementing the predetermined location 
strategy, and modifying location strategies to accommodate changing firm and environment 
conditions.  
 
Because a location component was always included in firm strategy, initial consideration sets 
at SPM firms were typically small and limited to cities within one country. Evaluation of task 
stages were generally very short, due to the specific nature of predetermined strategies and 
were conducted alongside solution development as part of the planning cycle performed by a 
strategy team. The evaluation of task activity largely consisted of defining any constraints on 
the FDI location decision, and how the decision was to be carried out. Often, the 
consideration set of specific cities within the target country or region was developed at the 
same meeting as the evaluation of task activity. This is because if the strategy did not already 
include consideration of specific cities, cities could easily be selected through minimal 
deliberation in decision-making. Typically in FDI location decisions, the initial consideration 
set is developed based upon a set of operational factors that were minimum requirements of 
FDI, in line with the initiating force and purpose of investment. When the host country or 
region has already been selected, cities within the region will share a lot of characteristics that 
relate to operational factors and, therefore, selection of specific cities will come to other 
factors, usually relating to how ‘global’ they are, i.e., locations with established reputations 
for FDI. In some cases, cities that were not classified as ‘global cities’ were also included in 
the consideration set because of the specific operational needs of the FDI or network 
advantages. Because the location choice was largely predetermined, the two priorities to be 
balanced in SPM decisions, and in particular the last two stages of such decisions, included 
swift implementation and satisfying the needs of the organization. Both considerations were 
carefully assessed in analyses of options in the location consideration sets, and prioritized 
according to what constraints were at play at individual contexts. Because of the resource 
constraints of such organizations, the search for specific opportunities as presented by 
networks or investment incentives was a high priority. In a similar way, assessments of 
potential host locations were modified to accommodate changes in organizational and 
environment conditions. Decision processes were fairly flexible in order to allow for emergent 
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opportunities to be recognized. Without interruption from an external opportunity, final 
location choice was typically the result of financial and technical analysis being balanced with 
implementation planning. 
 
The decision-making processes followed at firms following the SPM were less 
comprehensive than those at firms following different models. Because a large part of the 
location decision had been predetermined by strategy at such firms, processes of situation 
diagnoses, alternative generation and alternative evaluation were expedited to ensure timely 
completion and implementation of the decision. The number of meetings involved in SPM 
decisions was minimal, as were the number and type of organizational actors involved in the 
process, the use of external sources was haphazard, and although decision making was highly 
centralized, decision-making activities were often disorganized and poorly coordinated. The 
degree of rule formalization at SPM firms varied from medium to high, including a minimum 
basic structure of formal rules and processes that had to be completed in order for the FDI 
location decision to pass. Because generally only one or two different groups of people, from 
one or two levels of the organizational hierarchy were involved with SPM decisions, formal 
reporting and communication structures were not required. In exceptional cases where there 
were more than two groups participating in the decision, more formal structures were put in 
place. These rules and processes were, however, kept sufficiently open to allow for emerging 
opportunities to be recognized. Consequently, decision-making processes were required to 
‘tick the necessary boxes’ although the primary focus was on the implementation of plans. As 
would be expected, at smaller size firms following the SPM, the number of networks, 
information and resources were much smaller than those at larger firms. Regardless of 
volume, because an element of location had previously been tied into strategy, the quality of 
those information resources was high and directly related to the area of interest. Having a very 
narrow strategic focus thereby enabled firms with limited resources to gain maximum value 
from those resources. Accordingly, firms of varied size and resources under the SPM 
typically made well-informed decisions, and were rarely subject to issues relating to missing 
information. In a similar way, because of the highly specific and predetermined nature of the 
location strategy at SPM firms, input from different areas of the organization were often 
incorporated into the original location strategy. Thus, in the actual decision-making process 
only a small number of actors were involved, and there was a low degree of lateral 
communication with most of the decision-making responsibility lying with a small group of 
decision makers and a specialists or task force from one part of the firm. As a result, there was 
significant room for politicization and decision-maker autonomy in decision making. This 
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was especially true of smaller and younger firms. At such cases, a strong correlation between 
the internationalization strategy of the firm and the preferences of key decision makers was 
likely because the founders of the firm were also the key decision makers. Accordingly, 
decision-maker word often translated as company strategy and policy, and it was often 
difficult to separate the two influences from one another. Interpersonal politics primarily 
related to the dynamics between key decision makers and how they were worked out, as 
illustrated by the EVP Strategy at LCG5: 
 
We are the founders of the company, as a small company what we say goes 
and it has worked very well so far. With the decision to invest in the US it 
was a battle between myself and my partner who had been schooled in the 
US, and other members of the management team who had greater contacts 
in the U.K. it was heated but we worked it out in the end. 
 
The Political Expediency Model 
 
In organizations following the Political Expediency Model (PEM), FDI location decision 
making typically involved groups of decision makers forming coalitions around the FDI 
location issue. Such firms generally had a medium-term strategy for internationalization based 
on access to strategically important markets, however were also open to new strategies 
emerging. In this way political expedient firms generally didn’t follow a stepwise 
internationalization process, but were directed to where the greatest profits were, regardless of 
physical or cultural distance. Initiating forces consequently often related to the external 
operating environment, such as the fear of losing a market or ‘bandwagon effect,’ strong 
competition in the home market, as did auxiliary forces, which included the indirect return to 
lost markets and the utilization of existing resources in new markets. New strategies for FDI 
were generated by specific groups within the organization, and then brought to the attention of 
the central decision-making group of the firm, which comprised of representatives from each 
of the firm’s vested interest groups. Thus, the drive of individual decision makers also 
constituted the initiating force for FDI in some cases. In PEM situations the different 
decision-making coalitions ‘managed’ the decision-making process in such a way that their 
group’s interests were protected and maximized. Inter and intragroup conflicts were resolved 
through negotiations among the top-level managers who were the primary decision makers. 
Accordingly, the ‘vested interests’ decision rule drove decision-making procedures at firms 
following the PEM, and bargaining and negotiation was the most common form of analysis 
used in decision making. Cost-benefit and financial and technical analysis were also used to 
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support the agendas of different coalitions, however bargaining and negotiation was generally 
used in order for the decision to progress from one stage to another.  
 
Because strategies for FDI were generated at separate parts of PEM firms, there are two ways 
of looking at the development of the initial consideration set at such firms. The first views the 
decision from the perspective of a specific organizational coalition and sees the evaluation of 
task activity as occurring differently at different individual groups, following the recognition 
of the FDI problem or opportunity at the level of the firm. Because of shared beliefs within 
coalitions, the development of the initial consideration set is, therefore, the result of minimal 
problem solving dissension, and contains a fairly small set of alternatives within one or two 
countries, directly in line with the needs of the coalition. For example, at case LCG5 the 
initiating force for FDI was the need to streamline the overseas functions of the organization. 
The Asia-Pacific division recognized an opportunity to grow the profitable Japanese A&R 
division, and so the initial consideration contained only a minimal range of relevant Japanese 
cities. Viewing the decision from the overall perspective of the organization, however, the 
evaluation of task activity occurred at the level of the central decision-making group, and the 
strategies developed by each coalition were negotiated together to form a large and varied 
initial consideration set. In the case of LCG5 this meant that the initial consideration set 
contained the Japanese strategies as well as those developed by other divisions and regions. 
From either perspective, from this point onwards the different decision-making coalitions 
‘managed’ the decision-making process in such a way that their group’s interests were 
protected and maximized. They jointly championed and promoted their group’s location 
strategy/consideration set as the only legitimate strategy. The strategy building and 
information processing activities proceeded at two levels. At one level a small group of 
insiders made the critical choices, whereas at the surface level, these choices were rationalized 
to the organization through cost-benefit analysis, rules, committee decisions and planning. 
Inter and intragroup conflicts were resolved through negotiations among the top-level 
managers who were the primary decision makers. In the final two stages of the FDI location 
decision, these primary decision makers collected additional information in order to 
consolidate the information passed on by coalitions in order to best support their individual 
preferences, and made their final location choice through a final process of negotiation. At 
this stage, through negotiation and necessary consideration of the needs of the firm, the set of 
strategies under consideration consisted of a set of ‘almost-equally-good’ alternatives. Hence, 
the process of negotiation had more to do with securing support for the FDI than seeking the 
best possible alternative for the firm.  
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The decision-making processes at firms following the PEM were fairly comprehensive. 
Although, vested interests for the most part drove the progression from one stage of the 
decision to the next, the organizational activities used to support the strategies promoted by 
specific coalitions were very thorough. Situation diagnoses, alternative generation and 
alternative evaluation were supported by many meetings of varied formality, between many 
different actors that were organized according by a centralized yet participatory decision-
making structure. A wide range of internal and external resources was drawn upon in decision 
making to ensure they were well informed. Furthermore, PEM decisions involved actors of 
varied functional expertise and international experience, and through group decision-making 
processes limitations of individual decision-maker knowledge were mitigated. Because 
decision-making processes did involve many actors and a high degree of lateral 
communication, there were typically a wide range of formal and rigid reporting and 
communication structures put in place to facilitate successful coordination. In fact, the degree 
of rule formalization at firms following the PEM was, on a whole, fairly high. Although a 
wide range of actors were involved in information collection processes in decisions, the 
hierarchical decentralization in actual decision making itself was quite low. Final decisions 
were the sole responsibility of the central decision-making group, generally the board of 
directors of senior management team. Within such groups, decision maker autonomy was 
quite high, with only interpersonal relationships moderating the influence of individual 
decision-maker effects. In particular, the role of individuals was pivotal in coalition formation 
and in the development of solutions. These individuals brought their critical expertise, 
knowledge and experiences to bear on the decision. Because of the high degree of 
formalization and politicization at PEM firms, however, individual decision-maker effects 
were reconciled to ensure that decision outcomes were still optimal and satisfied the goals of 
more than one group of coalitions. As mentioned previously, by the fifth decision-making 
stage the consideration set had been refined into a set of ‘almost equally good’ alternatives, 
thus politicization was used more as a mechanism to more quickly and efficiently finalize 
location choice and ensure support than accurately assess alternative strategies. This is 
explained by the CEO Japan at LCG3: 
 
When the choice between investments came to the board, each department 
and each region had a different preference, and all opportunities were good 
I suppose. It is hard I suppose to choose between many similar options and 
thereby prioritize one area of the business over others but in a large 
conglomerate it is what you have to do. As a result how everyone argued 
their case was very important. 
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The Managerial Autocratic Model 
 
The fourth pattern, the Managerial Autocratic Model (MAM), typically involved one or two 
key managers, such as the founders or managing directors, as the primary decision-making 
agents. The entire decision process revolved around their preferences and actions. Such cases 
usually had no predetermined internationalization strategy and followed no particular pattern, 
incremental or otherwise, in their overseas expansion. Initiating and auxiliary forces could 
include any combination of external, internal and individual considerations, although they 
always required the drive of a key decision-maker prior to being implemented in a FDI 
location decision process. Indeed, the actual intensity of the initiating force, i.e., how strong 
or immediate it may be, was of little relevance to the decision, as long as key decision makers 
were committed to the cause. The main motivation of the decision makers was to increase 
reputation and revenue through exploiting different markets, yet the desire to do so was 
largely inspired by chance events. Because of the tendency of MAM decisions to be erratic, 
unsystematic and highly open to chance interrupts, the decision rule used to drive relating 
decision-making procedures for the most part consisted of a ‘garbage can’ approach. Key 
managers relied most on personal intuitive, judgmental evaluation procedures in decision-
making analysis, with occasional use of cost-benefit strategies during the third and fourth 
stages of the decision. There may be exceptions to this rule, in cases where the decision 
maker(s) have a depth of knowledge and experience in FDI, and as a result choose to 
implement a more formal decision-making process based on the fulfillment of plans rule. In 
such cases key decision makers still have absolute authority and control over decision-making 
processes and outcomes, while following a formal system of procedures to ensure maximum 
information is gained to support their preferences, and an outside perception of rationality is 
gained. 
 
As mentioned previously, at firms following the MAM, decision makers had complete 
authority over the FDI location decision process. After agreeing to pursue an opportunity for 
FDI, decision makers evaluated the FDI location decision task intuitively, in light of what 
they believed the purpose of the investment should be, and what the needs of the firm were. 
Because the first two stages of the decision-making process were based upon the preferences 
of decision makers and incomplete and inaccurate information, so too were the initial 
consideration sets that stemmed from them. Furthermore, very small consideration sets of 
location were generated because other members uncritically adopted the key manager’s 
problem perceptions. More rational analytic decision strategies came in to play during the 
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third and fourth stages of the decision when a small number of people, usually subordinates, 
participated in solution development by providing technical and financial information 
solicited by the key manager. This information was used in cost-benefit analyses to ensure the 
consideration set met the operational needs of the firm, and then to provide decision makers 
with a more accurate assessment of the costs involved in each FDI location strategy, so that 
they could make an education final location choice. The choice of final location was made by 
the key manager or key managers who also bore full responsibility for its implementation. 
Despite access to a wider body of information than was available in the first two stages of the 
decision, such managers again resorted to personal intuitive, judgmental evaluation 
procedures and very few management systems in final location choice. Apart from the 
absolute decision-making authority of key managers, what distinguished firms following the 
MAM rule was the inconsistent implementation and frequent interruptions to the above 
decision processes. Each of the five stages of decision making were followed at MAM firms, 
however often chance events such as an emergent opportunity or failure to secure necessary 
funds completely altered the direction of decision processes, thereby discounting the 
outcomes of previous stages of decision making. In this way, although the five stages of 
decision making suggest a fairly objective approach to FDI location choice, where final 
selection stems from an evaluation of task activity, development of consideration set and 
information collection and processing, because of a chance event final location choice was not 
reflective of this process whatsoever. For example, at SCG4 the loss of expected funds and an 
unexpected opportunity for a joint venture led to Auckland being selected to host the firm’s 
first overseas showroom. Auckland had, however, been removed from the initial 
consideration set during the second stage of the decision, and consequently had not undergone 
any of the cost-benefit analysis of the third and fourth stages of the decision. Therefore, 
although the initial four stages of the decision process were relevant in providing the 
background for the Auckland decision, they cannot be logically connected to final location 
choice. 
 
The decision-making procedures followed at MAM cases were not comprehensive. Firstly, 
processes of situation diagnoses, alternative generation and alternative evaluation were almost 
exclusively conducted on the basis of the poorly informed intuition of key decision makers. 
Secondly, other organizational activities central to decision making such as the systematic use 
of internal and external sources, the involvement of multiple actors from different 
backgrounds, meetings, reporting and some formal structure, were completely absent from 
decision processes. Thirdly, due to the unstructured and subjective nature of decision making, 
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MAM processes were heavily receptive to chance events and likely to change direction at 
random, thereby removing any direct causal links between decision processes and outcomes. 
Decision making was highly centralized to the top level of the organizational hierarchy, and 
there was little to no lateral communication between actors of different functional 
background. Because decision-maker autonomy was so high, so too was the potential for 
politicization in decision making. In many cases, however, particularly in very small MAM 
cases, politicization was not an issue because the entire responsibility of decision making lay 
with a single manager. In line with the minimal number of actors participating in MAM 
decisions, there were typically no formal systems of reporting and communication in place. 
When key decision makers communicated with each other it was always informal, and 
generally in spoken form. On the rare occasion that subordinates were required to 
communicate with decision makers, this communication was only marginally more formal, 
due to respect for difference in position. No formal financial reporting or analysis was 
generally used in such decisions. With the exception of cases where key decision makers were 
otherwise, the level of rule formalization at MAM decisions was therefore almost non-
existent. Without the need to account to anyone but themselves, decision makers could change 
the decision process as they desired. This situation, compacted with the fact that MAM firms 
were generally small, with limited knowledge and experience of FDI, magnified the potential 
for sub-optimal decision making. Even in cases where third-party experts, such as consultants, 
were brought aboard to assist in the decision process, this was not until the later stages of the 
decision and consequently the damage of incomplete information had already been done. This 
was for the reason that the initial evaluation of task and consideration set that informed the 
work of the third-party had been limited by the decision maker’s knowledge and, accordingly, 
so too was the additional work. Networks were used heavily at MAM firms to provide 
addition knowledge and opportunities for investment. However, these too were limited by 
haphazard implementation by decision makers, as shown by the Founder/Director at SCG3:  
 
We had all the information and all the reports from the consultant and from 
our friends over at Object but in the end it was our decision and we had to act 
on what we thought was best for the business. When the opportunity for the 
New York store came up we couldn’t really ignore it and all the reports kinda 
went out the window. 
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The Systematic Collaboration Model 
 
The final pattern, the Systematic Collaboration Model (SCM), presented the FDI location 
decision as the result of a collaborative process involving many groups of decision makers 
from different parts of the organization. The internationalization strategy at firms following 
the SCM model was similar to that of firms that followed the PEM model. Henceforth, such 
firms generally had a medium-term strategy for internationalization based on markets that 
were aligned to the strategy and culture of the firm, but were also open to, and actively 
seeking, new opportunities for FDI. As a result of this focus on strategically important 
markets, internationalization processes at firms following the SCM did not follow a process 
approach based on learning and psychic distance. Instead, initiating forces for FDI either 
came from the creation of new resources necessary to implement predetermined 
internationalization strategies, or an external opportunity presented by an outside proposal or 
a particularly attractive market. In the latter instance, new strategies for FDI were generated 
by many different groups within the organization, and then brought to the attention of the 
central decision-making group for approval or delegation to another group for brainstorming 
or approval. The focus of organizational processes in SCMs was empowering employees and 
increasing their commitment to the firm by giving them greater autonomy, responsibility and 
accountability in decisions. The strategic focus of decision-making at systematic collaborative 
models was finding the best possible outcome by engaging a wide range of decision makers 
from varied background, and a wide range of resources. The decision rule that drove decision-
making procedures was, therefore, results. Analysis focused on financial and technical 
analysis, as well as cost-benefit mechanisms. 
 
Whether the initiating force was a new synergy between resources and a predetermined 
strategy or an external opportunity, the task of evaluating the FDI location decision task at 
SCM firms was a collaborative process that involved actors from different parts of the 
organization. Once the central decision-making group had approved the FDI location search 
process, only minimal considerations were outlined prior to the group delegating decision-
making responsibility back down to functional groups or teams. The evaluation of task 
activity was then carried out independently by different groups prior to being presented back 
to the central group for refinement. In this evaluation of task, process actors were encouraged 
to think as innovatively as possible and draw upon their own expertise to better inform the 
decision. As a result, when the information was relayed back to the central decision-maker 
group they were able to consider the FDI task from different personal and functional 
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perspectives, thereby increasing its relevance. After being refined by the central decision-
making group, the evaluation of task was then communicated back to the teams or group so 
that consideration sets could be generated. Because of the range of actors involved in 
developing consideration sets, a proliferation of sets were developed at first, and then 
narrowed down through financial and technical analysis as well as bargaining and negotiation 
within each group. Once a manageable set of different strategies was developed, they were 
then communicated back to the central decision-making group a final time. In some cases, a 
representative from each participating group was also chosen to communicate the set and 
work with managers to make a final location choice. Once presented with the final range of 
alternative strategies, the central decision-making group then collected additional information 
and consulted their own personal contacts in order to educate themselves for final location 
choice. Final location choice resulted from careful cost-benefit examinations of each strategy 
in light of its best fit with the needs of the firm. Interpersonal conflict occurred when 
representatives from each participating group tried to convince other decision makers of the 
superiority of their chosen strategy. However, this conflict was considered for the most part 
productive, and there were always managers present who did not participate in solution 
development, accordingly adding a more neutral perspective than others who had.  
 
Decision-making processes at SCM firms are, therefore, highly comprehensive. The 
involvement of multiple organizational groups in situation diagnoses, alternative generation 
and alternative evaluation ensured that bias relating to individual decision maker limitations 
or incomplete information was minimized, more so than in any other decision-making model. 
Also, as a result of the range of actors involved in systematic collaborative decisions, the 
number and type of resources used to inform decision-making processes was unparalleled. 
Both external and internal sources were consulted heavily at each stage of decisions, and 
organizational activities such as meetings, consultation, financial and non-financial reporting, 
and two-way communication were employed to best share the wealth of these resources. 
Systematic collaborative firms were the only ones in case research with a high level of 
hierarchical decentralization. This decentralization, paired with a high level of lateral 
communication, meant that structures and procedures needed to be in place to ensure order 
and efficiency in decision-making processes. Thus, rule formalization was relatively high at 
systematic collaborative models of decisions. Yet rules focused on supporting an orderly 
approach to innovation, collaboration and openness to emerging ideas, rather than limiting 
ideas through standard operating procedures. The involvement of a wide range of actors in 
SCM models had a further three influences on decision-making procedures. Firstly, although 
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actors had a significant amount of autonomy in their roles and in decision-making, multiple-
level group decision-making processes mediated the influence of individual decision maker 
effects on outcomes. It is possible that groups shared limitations in decision-making ability 
and knowledge, however the effect was much less than if decision making was more 
centralized. Secondly, the presence of a large number of decision makers with significant 
autonomy meant that politicization played a key role in decision processes. Bargaining and 
negotiation was a part of decision analysis and evaluations; however, because of the culture of 
systematic collaborative firms, bargaining and negotiation was more of a two-way 
collaborative activity than bargaining and negotiation at PEM models. Furthermore, 
bargaining and negotiation was paired with scrupulous use of financial and technical analysis, 
so it was unlikely that interpersonal conflicts significantly compromised the rationality of the 
decision. Finally, as one of the requirements of efficient coordination of the many groups of 
actors participating in systematic collaborative decisions, structures for communication and 
reporting were required. A diverse range of these structures was engaged in this purpose, 
including formal and informal processes, financial and procedural reporting, and written and 
oral formats. However, the focus of such processes was on two-way dialogue, and as a result 
issues arising from communication problems were minimized. The CEO at LCG5 explains:  
 
Because of all the different groups involved in the brain storming of the 
decision at all different levels of the organization we have certain structure in 
place. We always make sure that team leaders from different groups work with 
groups other than their own to make sure they understand other perspectives, 
and we have a very facilitative and open culture so no one will ever be 
reprimanded for not ticking the right boxes. If someone had an idea for an 
investment in their sleep and wrote it down they will be honest and tell us 
about it. It has to be good for them to tell us about it and where it comes from 
doesn’t matter – that is where innovation comes from. 
 
5.4.2.2 Characteristics of Firms Following Different FDI Location Decision-Making 
Models 
 
In the previous section we have described the five models of FDI location decision-making 
observed at case firms. This section explains the factors that contributed to why one particular 
model was employed over another at different case contexts. In order to do so, it was first 
necessary to identify any relationships between variance in decision models and variance in 
decision contexts. In line with previous work in contingency models of decision making, this 
was achieved by classifying the decision process followed at each case into one of the five 
decision-making models, and then comparing the factors that characterized the decision 
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context for cases following each of the different decision-making models in order to uncover 
any patterns (see: Beach & Mitchell, 1978; Kumar & Subramniam, 1997; Shrivastava & 
Grant, 1985). The characteristics of case decision contexts within each of the five models are 
summarized in Table 5.4. Contextual factors were identified according to the groupings 
discussed in Section 5.3.  
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Table 5.4. – Features of Decision Context in Each Model 
 
 
Variables Systemic 
bureaucracy  
Strategic 
planning 
Political 
expediency 
Managerial 
autocratic 
Systematic 
collaboration 
 
Number of case 
firms 
6 4 4 4 2 
Initiating Force Predetermined 
strategy or 
external initiating 
force 
Predetermined 
strategy 
 Predetermined 
strategy or 
external initiating 
force 
Drive of 
individual 
decision maker or 
external initiating 
force  
Predetermined 
strategy or 
external initiating 
force 
Auxiliary Force No consistent 
pattern 
No consistent 
pattern 
No consistent 
pattern 
No consistent 
pattern 
No consistent 
pattern 
 
External 
 
Global operating 
environment 
No consistent 
pattern 
No consistent 
pattern 
No consistent 
pattern 
No consistent 
pattern 
No consistent 
pattern 
Industry 
operating 
environment 
No consistent 
pattern 
No consistent 
pattern 
No consistent 
pattern 
No consistent 
pattern 
No consistent 
pattern 
Regional 
operating 
environment 
No consistent 
pattern 
No consistent 
pattern 
No consistent 
pattern 
No consistent 
pattern 
No consistent 
pattern 
Internal 
 
Firm 
Firm Size 
(employees) 
 
5 Large, 1 Small 1 Large, 3 Small  2 Large, 2 Small 4 Small 2 Large 
Resources  
(Availability/ 
Alignment) 
 
High/Medium Low-High/High High/Low Low/Medium High/High 
Culture 
(Parent country/ 
Organizational) 
 
Western/  
Growth-oriented 
Chinese/ 
Born-Global/ 
Strategy-oriented 
Western/  
Profit-oriented 
Western/  
Strategic-asset 
oriented 
Western/  
Strategic-asset 
oriented 
Strategy 
(Commitment/ 
Last Review) 
High/Recently Very High/ 
Not recently 
Medium-Low/ 
Recently 
Low/Low Medium/Recently 
International 
Experience 
Moderate-High Low-High High Low Moderate 
International 
Networks 
(Overall/Host 
Country) 
High/High Low/High High/Some Few/Few Some/Some 
Decision-making 
(Leadership/ 
Structure) 
 
Delegative/Tall Autocratic/Tall Delegative/Tall Autocratic/Tall Participative/Flat 
Strategic 
Operating 
Procedures 
(Decision 
making/General) 
Strict/Strict Strict/Some Strict/Strict Few/Few Some/Some 
Nature of 
Business  
 
5 Financial,  
1 Creative 
3 Financial,  
1 Creative 
2 Creative,  
2 Financial  
4 Creative  2 Creative 
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FDI Task (Characteristics of Task) 
Purpose of 
Investment 
Market-seeking, 
Efficiency-
seeking, Strategic 
asset-seeking 
Market-seeking Market-seeking Strategic asset-
seeking 
Strategic asset-
seeking, Market-
seeking 
Unfamiliarity Low Low High High Medium 
Ambiguity Low Low Medium High Medium 
Complexity Medium Medium-High High Medium-High High 
Instability Low Low Medium High Medium 
FDI Task (Characteristics of Environment) 
Irreversibility High High High High High 
Significance Low High Medium High Medium 
Accountability 
(Individual/To 
Stakeholders) 
Low/High Medium/Low Medium/Medium High/Low Medium/Medium 
Decision makers 
 
Knowledge High  Medium-High High Low Medium 
Ability Medium Medium Medium Low Medium 
Motivation Medium High High High High 
Constraints on High Medium Medium Low Medium 
Source: Based on case findings 
 
 
It can be seen from Table 5.4 that the contexts in which these five models occurred differ 
from each other in a number of important respects. For example, SPM and MAM models 
were only adopted under specific initiating force contexts; the remaining three models were 
made under any initiating force except for the drive of the individual decision making. Firms 
of large size were clustered in the systemic bureaucracy models, as were small firms in the 
MAM models. The other three types of models were followed at firms of varied size. Firms 
with high availability and alignment of resources followed either the SCM or SBMs and firms 
with low resource availability either followed the MAM or SPM, depending on alignment. 
There was a strong relationship between MNEs of Chinese parent country nationality and 
born global typing with the SPM, and a wider variance between western firms, dependent on 
the strategic orientation of the firm. With regard to characteristics of FDI task and 
environment, decisions in each model exhibited a different combination of characteristics, as 
did characteristics of the decision makers. While all of these patterns are of interest and can be 
explored in greater depth to facilitate worthy discussion on the relationship between specific 
variables and FDI location decision, the differences do not exhibit clear enough patterns to 
allow any solid inferences to be drawn. In particular, Table 5.4 shows that the occurrence of 
different decision-making models cannot be attributed to any one contextual variable on its 
own. Thus, although strong contingency effects were observed according to the variables of 
firm size and firm industry highlighted in the exploratory research (Chapter 3), these variables 
did not account for the greatest amount of variance between case decisions. 
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As highlighted in the section above, strong interactions were observed between specific 
contextual variables and patterns in decision-making procedures and rules. However, these 
relationships were much stronger when grouped together with other variables that 
demonstrated similar effects. In particular, there appeared to be a clustering of variables 
around characteristics of the procedures identified in Section 5.4.1. Because the five decision 
models varied from one another on the basis of differences in decision-making procedures, 
clusters were centered upon the distinguishing feature of each decision model. For example, 
the distinguishing feature of the systemic bureaucracy model was the rigid adherence to 
hierarchically organized standard operating procedures. Accordingly, the clusters of 
contextual variables that were associated with the occurrence of the model included variables 
that related to rule formalization, constraints on decision makers, and hierarchical 
centralization. Therefore, we identified five clusters of contextual variables that corresponded 
with the distinguishing features of the five decision-making models (see: Table 5.5). For the 
sake of being parsimonious, only the five key variables of hierarchical decentralization, 
politicization, decision-maker autonomy, rule formalization, and commitment to strategy, 
have been included in these clusters. While this list is not exhaustive, these five variables 
accounted for the majority of variance between decision models adopted at case firms. The 
effects of other contingency variables, such as industry and size highlighted in the exploratory 
research, are streamlined to their key effects through these key variables. For example, the 
low level of decision-maker autonomy and high level of rule formalization observed in the 
FDI location decisions of large financial services MNEs, contrasts the high level of decision-
maker autonomy and low levels of rule formalization at small creative MNEs. An illustrative 
example of how each model differs according to each of the five key clusters of contextual 
variables is included in Figure 5.5. 
 
Table 5.5 – Clusters of Contextual Variables 
 
Decision-Making Model 
 Systemic 
bureaucracy  
Strategic 
planning 
Political 
expediency 
Managerial 
autocratic 
Systematic 
collaboration 
C
h
ar
ac
te
ri
st
ic
s 
o
f 
P
ro
ce
d
u
re
s 
 
Hierarchical 
decentralization 
Low Low Low Low High 
Politicization  Low 
 
Low - 
Medium 
High High Medium 
Decision-maker 
autonomy  
Low Medium Medium High Medium 
Rule 
formalization 
Very High Medium-High High Low Medium-High 
Commitment to 
strategy 
Medium Very High Medium Low Medium 
Source: Based on case findings.  
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Figure 5.5 – Clusters of Contextual Variables at Different Decision Models 
 
 
 
Source: Corroborated from findings of main study.    
 
 
Accordingly, from case analysis it appeared as if variables that were internal to the firm were 
the major contributing factor to what decision model was adopted at case firms. This is most 
likely due to the strong link between characteristics of the firm and decision-making 
procedures, outlined in Section 5.3.2, and the focus on procedures in characterizing each of 
the decision models. As mentioned previously, variables relating to the external operating 
environment had the greatest influence on the decision rules and drivers of location at case 
firms. Furthermore, even in these roles, external variables first had to be interpreted by the 
firm and decision makers before they could be translated into rules and drivers. Thus, even 
though initiating forces played a key role in the Strategic planning and MAM models, it was 
only because the organizational structure had so permitted. For example, if an individual 
decision maker had attempted to initiate a FDI location decision at a large size firm with a 
high level of rule formalization, it is unlikely that the decision would have been adopted. In 
the same way, individual decision-maker effects on decision models were also only 
observable at firms where the structure allowed them to be. Because small firms with few 
constraints on decision makers and few standard operating procedures were the only such 
structures, and such firms were only shown to follow the MAM model, individual decision-
maker effects could not be linked to any other models. Finally, the characteristics of the FDI 
task and its environment were also directly related to the firm and bore more significance for 
the content of the decision, rather than its procedures and processes. 
 
Hierarchical 
Centalization 
Politicization 
Decision-maker 
Autonomy 
Rule 
Formalization 
Commitment to 
Strategy 
Systemic Bureaucracy 
Adaptive Planning 
Political Expediency 
Managerial Autocratic 
Systematic Collaboration 
     HIGH 
     LOW 
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Decision rules were also an essential component in decision models. For each decision model 
there was an associated decision rule that, in most cases, drove decision making and analysis. 
Furthermore, as mentioned in Section 5.2.1, these decision rules were the product of external 
environmental variables being interpreted by the firm and its key decision makers. In most 
cases, the decision rules corresponded with the clusters of the characteristics of the firm rather 
than any specific cluster of external or individual variables. However, external and internal 
characteristics had a strong enough impact to vary the decision rule at specific models from 
those that were aligned with the characteristics of the firm in two models. Both the SAM and 
the MAM models had the potential to be driven by the fulfillment of plans rule if the 
commitment to a strategy was deemed high enough. Since high enough commitment to 
strategy was the result of either a particularly strong initiating force, such as a critical market 
like China, or the commitment of an influential decision maker to a particular strategy, this 
meant that individual and external characteristics did have some impact on the overall shape 
of the decision. 
 
5.5 Location 
 
The above sections have described the decision-making processes, contexts and models that 
facilitated FDI location choice at case firms. The final component of the FDI location 
decision-making process to be explored relates to location itself. The decision-making 
procedures and rules observed at case firms demonstrate how the FDI location decision was 
carried out, what organizational activities were involved at each stage of the decision, and 
how they may vary. However, they do not reveal where the final location choice came from, 
i.e., what factors determined which locations were considered in the decision, what measures 
were used to assess the attractiveness of different locations, and how the different aspects of 
the decision process impacted final location choice. These three issues are addressed in this 
section. 
5.5.1 Determinants of Location 
 
As discussed in Section 5.2.2, the FDI location decision process occurs in a chronological 
pattern of stages where the location content of the decision is narrowed down throughout the 
process until final location choice. Accordingly, how the initial consideration set of locations 
is developed, and what factors form the basis of assessments for subsequent decisions on 
location content, had a pivotal role in determining final location choice. Research findings 
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identified three aspects of the FDI task as determining location content at case decisions: 
initiating force, purpose of investment, and information and networks. 
 
Initiating Force 
 
The initiating force of the FDI task delineated the first parameters of the location for FDI. For 
example, the initiating force often controlled for the type of industry or geography that would 
be considered desirable for the investment. The rigidity and scope of these boundaries 
differed widely from case to case, and yet even in cases where the initiating force was not 
explicitly associated with any specific location, the strategic direction limited the potential 
consideration set for investment. For example, at LCG4 the initiating force was a change in 
the strategic focus of the firm away from investment banking and a concentrated presence in 
Western Europe and North America, towards private banking and wealth management 
elsewhere in the world. Even though the strategy was very broad in its geographical 
limitations, i.e., anywhere except for Western Europe and North America, the focus on 
sophisticated financial services such as private banking and wealth management greatly 
limited the number of potential host countries to areas with a minimum level of financial 
stability and infrastructure, relatively high GDP, and a large market of high net worth 
individuals. Therefore, the preliminary determinants of location desirability were outlined as 
part of the initiating force.  
 
Purpose of Investment 
 
Whether identified and defined during the first or second stage of the FDI, the purpose of 
investment at case firms was the next to set boundaries on the location for FDI. Again, some 
statements of purpose included an explicit focus on a specific market or region, such as 
providing business support for operations in the European Union (e.g., LFG1) or harnessing 
high growth in China (e.g., LFG4). Most statements of purpose restricted what locations 
would be considered for the investment by specifying criteria for the investment that related 
to strategic factors and were applicable only to specific regions, countries and markets. For 
example, the purpose of the FDI at SCG2 was to better the reputation of the firm and its brand 
by establishing a retail store in a key market overseas. Although specific markets were not 
included in this purpose of investment – because the purpose of the investment was reputation 
– this meant that only markets considered centers for the fashion and creative worlds would 
be included in the initial consideration set. How detailed the purpose of investment was 
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differed from case to case, some including very specific requirements with regard to both 
location and strategy. In most cases, however, the purpose of investment included greater 
detail than that included in Dunning’s (2001) typology of market, resource, efficiency and 
strategic asset seeking. In most cases the purpose of investment included a detailed evaluation 
of the FDI task and the best fit given the needs of the firm and the external environment. 
 
Information and Networks 
 
Information and networks were the final factors that directly influenced how the initial and 
subsequent consideration sets were formed. What information was available influenced the 
locations in three ways. Firstly, only locations of which the firm and its decision makers were 
aware were considered for FDI. Secondly, information was required to make accurate 
assessments of locations, thus better known locations were often assessed as more attractive 
because more positive information was known about such places. This was within the 
constraints previously outlined by the initiating force and purpose of investment. Thirdly, 
networks directly influenced the location of FDI. Where there was a greater presence of 
networks in areas with which the firm was more familiar, this was considered more attractive. 
In a different way than the previous point, the presence of networks and information 
facilitated a sense of ease, familiarity and lowered risk that made locations more attractive.  
 
These three factors came together to form the initial consideration set of potential locations 
for the FDI, as well as the set of criteria from which further choices between locations were 
made. Once the initial consideration set had been developed, the associated drivers of location 
were next interpreted in light of the particular decision-making rule and decision-making 
procedures adopted at the case firm to result in final location choice. The final four 
components of the decision context that had the potential to influence location included: 
uncertainty, chance, decision-maker ability and the dynamics of the decision process. These 
forces are deemed constraints on location because they were not powerful enough on their 
own to determine location, as was the case with the aforementioned factors, yet had the 
potential to significantly alter the direction of the decision-making trajectory. The four 
constraints worked in the following ways. 
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Uncertainty 
 
Because of the range of variables involved in FDI as well as the limited capacity of the human 
mind, case FDI location decisions were not made under certainty. How decision makers and 
firms managed this uncertainty in decision-making differed, however, depending on the level 
of uncertainty, the initiating force and purpose of the FDI, and the attitudes of the firm and 
relevant decision makers. In most cases the level of uncertainty in case environments was 
managed by decision makers by avoiding FDI locations which dependent on predictions of 
uncertain future events, and emphasizing locations where there was some degree of control 
over future events. Decision makers tended to shy away from uncertainty and were not willing 
to take more than a limited degree of risk. The only exception to this was in cases where the 
expected gains were extraordinary. In cases where the level of uncertainty was high, decision 
makers assigned a high priority to flexibility in selecting between locations. In such cases, 
location factors relating to flexibility, such as regulatory transparency, hospitable market entry 
and exit conditions, and locations requiring minimal initial investment, were either considered 
a minimum requirement of FDI or prioritized over other location factors directly relating to 
the purpose of the investment, such as market- or resource-based factors. These reactions to 
uncertainty were consistent with those highlighted in the literature (Aharoni, 1966; Papadakis 
et al., 1998). 
 
In most observed decisions, the level of uncertainty remained fairly constant for the duration 
of the entire decision-making process, which meant that factors relating to uncertainty were 
typically included in the purpose of investment and initial evaluation of task stage as well as 
later stages. In a small number of cases, however, the level of uncertainty grew during the 
decision and this meant that the priorities for host locations also changed. For example, while 
LCG1was investigating potential host cities in Canada to host their new Canadian 
broadcasting station, a senior LCG1 member was caught up in a corruption scandal in the 
USA and the name of the LCG1 brand, and of Chinese firms in North America more broadly, 
was brought into disrepute. As a result, LCG1 became less certain that they would be able to 
secure the necessary local partnership to establish their new broadcasting station, and the 
focus shifted from more populous or potentially profitable cities to more hospitable areas with 
networks that would facilitate investment. Therefore, uncertainty influenced location 
decisions in two ways: by shaping the initiating force and initial criteria for investment in the 
first two stages of the decision, and by altering criteria for investment as the result of changes 
in levels over the progress of the decision.  
 232 
Decision-maker effects 
 
The influence of individual decision-maker characteristics varied at case firms depending on 
the restrictions on their autonomy. Regardless of the organizational processes set in place to 
minimize decision-maker affects on decision outcomes, however, the knowledge of the firm 
in each case decision was still largely only as good as the knowledge of its composite 
members. As noted in the above section, at the most basic level decision makers were only 
able to select locations for consideration of which they were previously aware. This meant 
that the more limited decision-maker knowledge, the smaller the pool of locations from which 
to develop the initial consideration set. In group decision-making models, the possible pool of 
locations to invest in was only as large as the pool of locations for which the most 
knowledgeable decision maker was aware. Therefore, if decision-maker knowledge did not 
vary greatly across the group, the effect was largely the same as if a single decision maker 
implemented the decision.  
 
In most cases, knowledge of locations was kept in some form of database by the firm and this 
expanded decision-maker knowledge. However, even these databases were limited by the 
goals and knowledge of the individuals who developed them and their usefulness was limited 
to how they were used. In some cases additional information or knowledge was purchased to 
overcome decision-maker knowledge limitations. This was the case at many of the small 
creative case firms, where the key decision makers had limited knowledge of how to establish 
foreign operations and, as a result, engaged the services of a consultant. However, additional 
knowledge was generally only acquired for locations about which decision makers had some, 
but limited knowledge of. 
 
The effect of decision-maker ability, motivation and preferences varied at case firms 
depending on the level of decision-maker autonomy allowed at the firm. Where decision-
maker autonomy was allowed and even encouraged, the ability, motivation and preferences of 
decision makers infiltrated assessments and selection of locations. Decision makers reacted to 
facts in decision-making processes as they perceived them, and what was inferred from these 
perceptions often differed from one decision maker to another. Because individuals have their 
own set of goals, values and beliefs, as well as different abilities and motivations in the 
context of the FDI location decision, case decision makers approached location in their 
decisions in different ways. Indeed, because of different cognitive or personal psychosocial 
differences, even decision makers with the same motives and the same information can infer 
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different things and reach different conclusions. For example, at case SCG3 two of the key 
decision makers with largely the same knowledge and goals for the FDI had different 
preferences for final location choice. At cases where group decision making and other 
standard operating procedures minimized individual decision-maker effects, the ability, 
motivation and preferences of the group as a whole still had an effect on location selection. 
Therefore, decision-maker characteristics had the potential for determining location by 
limiting or acting as a source of information, and by acting as a lens through which locations 
were assessed. Further details of individual decision-maker effects are found in Section 5.3.3.  
 
Chance 
 
In each case decision, there were unknown and unpredictable elements in the process that 
appeared to have no one assignable cause. However, the influence of these elements of chance 
in case decision-making processes was strongly shaped by the organizational structures in 
place to minimize their role. Location at the majority of case decisions was determined by 
strategy and by predetermined factors that allowed little room for chance. Because of the 
inherent uncertainty of the FDI environment, timing and luck often still played a role. For 
example, at cases where the initiating force for FDI was location specific, much of the 
decision-making process involved finding the city within the country or region which would 
facilitate the FDI most easily. Standard factors such as regulatory concerns and costs of set-up 
were considered as drivers of location, but in most cases an element of luck was the auxiliary 
force that pushed the final location choice. Whether it was the emerging opportunity for joint 
venture, acquisition or strong support from local organizations, the same amount of effort was 
dedicated to a number of cities in evaluating such opportunities, and yet chance would have 
only one city produce the opportunity first. Certainly, decision makers would not have been 
able to recognize and exploit these opportunities for investment without knowledge from the 
experiences and networks of the firm and its managers. However, how and why these 
opportunities arose in the first place was still unforeseen and cannot be attributed only to the 
resources of the firm. Final location choice, therefore, occurred as a result of a chance 
intersection among the particular resource configuration of the firm and its managers, 
changing problems, choice opportunities, solutions and people. Many of the components in 
the mix are conscious, ‘rational’ and strategically-driven; however, the intersection between 
different aspects of context required for FDI inevitably also required some amount of chance. 
In particular, in smaller firms or cases following a garbage can decision rule, chance played a 
bigger role in driving location. For example, cases such as SCG2, SCG3 and SCG4, a location 
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decision had all but been reached through fairly standard processes when a chance 
opportunity emerged that changed the direction of the decision and resulted in final location 
choice. The initial steps of the location decision-making process were still necessary to 
uncover the chance opportunities; however, they had little bearing on final location. Thus, 
chance has the potential to either sway or completely drive location in FDI location decisions. 
 
Dynamics of the process 
 
As mentioned in Section 5.2.3, because the FDI location decision-making process at case 
firms was carried out in successive phases, the sequence of investigation was of central 
importance in determining location. The cross-case analysis showed a distinct pattern in the 
way information was collected, scrutinized, communicated and evaluated at each firm. The 
first stages of the decision involved only the most rudimentary forms of information 
collection and analysis, as well as decision making based upon more subjective assessments 
and decision maker heuristics. Although these processes became more sophisticated and 
elaborate, as the decision-making process progressed and involved a greater number of 
echelons in the corporate hierarchy the first choices made regarding location inevitably 
shaped how location was evaluated at each subsequent stage. The determinants of location 
were, therefore, constructed not constant factors throughout the decision process. The 
constructions were contingent on the outcome of previous consideration sets and preferences, 
the framing of the problem, the method of elicitation, and the context of choice. As a result, 
the estimation of subjective maximum expected utility of each location at each stage of case 
decisions was likely severely biased by anchoring in the initial stages of the decision. As 
decisions generally focused more on a change in utility than on assessment of the absolute 
level of utility, framing concerns at case firms such as tradeoff contrast, extremeness aversion 
and losses looming larger than gains, prevented recognition of one clear determinant of 
location. Additionally, the possibility that choice among locations had the potential to be 
manipulated by the addition or deletion of ‘irrelevant’ alternatives presents a challenge for 
defining drivers of location. 
 
The final component of the dynamics of the decision process that influenced the drivers of 
location included possible changes in the decision environment over the course of the 
decision. Not only did aspects of the external operating environment shift during case 
decisions, but so too did the firm’s internal environment, and decision maker and firm goals. 
At most cases these shifts resulted in only minor adjustments to the location-based criteria for 
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FDI; however, at some cases – as demonstrated when discussing the influence of chance 
above – these shifts resulted in a radical change in the location content of the decision. The 
dynamics of the decision process have the potential to alter the drivers of FDI location at 
every stage of the decision. 
 
The interaction between drivers of location in the FDI location decision process can, 
therefore, be represented as shown in Figure 5.6. An illustrative example from case research 
has been included below to clarify how the processes may transpire. While each of the drivers 
had been discussed in prior research as influencing the location of FDI, nowhere have all 
seven factors been grouped together in this way. 
 
Figure 5.6 – Determinants of Location Example Case: LFG1 
 
LFG1 Initiating 
Force 
Purpose of 
Investment 
Information and 
Networks 
Decision-Making 
Rules and 
Procedures 
Constraints FDI 
Location 
Choice 
Characteristics 
of LFG1 
Decision 
Expansion of 
European 
operations (as 
a result of 
growth of 
EU) 
Coordinate and 
provide ICT and 
business support 
for LFG1 
European 
activities 
LFG1 
subsidiaries and 
institutional 
networks across 
Europe, 
networks at 
European Union 
economic board 
  
Procedural 
rationality rule: 
financial and 
technical analysis 
employed to work 
out which city was 
most cost effective 
Low uncertainty  
Low decision 
maker effects 
Minimal chance 
effects 
Minimal process 
effects 
 
More cost 
effective 
 
Impact on 
Location 
 
1. Must be in 
Europe 
(preferably 
EU member 
state) 
 
1. Must be 
central to other 
LFG1 operations 
2. Must have 
strong ICT 
capabilities 
3. Must have 
strong business 
infrastructure 
4. Must have 
available, high 
quality talent 
 
1. Depth of 
knowledge 
allows 
comprehensive 
analysis of 
consideration 
set: Paris and 
Budapest as key 
locations. 
 
1. Consideration 
set fulfills the 
operational needs 
of FDI (i.e., ICT, 
labor, 
coordination); cost 
considerations are 
used as 
differentiators in 
final choice. 
 
Chance: 
Hungarian 
government 
reveals plans for 
growth as ICT 
center, but not a 
critical factor. 
Process: 
Different 
screening 
mechanisms used 
at different 
stages, however 
effective in this 
case. 
 
Budapest 
Source: Based on case findings. 
 
 
Beyond the general process and interrelationships illustrated in Figure 5.6, no other useful 
generalizations may be made about the determinants of location in FDI location decisions. 
Even within the model, a wide array of different variables that were specific to the decision 
maker, the firm and the environment influenced how determinants and constraints influenced 
location choice. Accordingly, generalizations such as ‘markets with high levels of demand for 
a specific product or service will attract market-seeking FDI in that sector’ have very little 
practical value. This is because we have shown that indicators of location attraction are only 
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considered in any systematic way from the second stage of the FDI location decision 
onwards, and that the very first screening mechanism in the FDI location decision is the 
initiating force, which may eliminate a large range of high potential markets. Furthermore, 
because different factors are used as differentiators between locations in the consideration set 
at different stages of the decision, it is impossible to draw a strong causal link between a 
single location variable and the act of investing. For example, the final differentiator between 
host locations at LFG1, as illustrated above, related to the costs of set up. The initial 
differentiators between host locations were factors relating to ICT and business infrastructure, 
access to EU markets and high quality labor. Yet, one cannot say that the final location choice 
was the location with the greatest knowledge creation and information flow, or the location 
with the lowest set-up costs. It is even incorrect to say that the final location choice was the 
location with the greatest combination of knowledge creation and information flow and low 
set-up costs, because the dynamics of the process were such that each set of variables was 
assessed against a different consideration set. Even without examining how location drivers 
differ across decision contexts, it is possible to observe how the complexities inherent in the 
FDI location decision prevent development of a generalizable model of drivers of location. 
Instead, in the research it was found more beneficial to examine patterns in the interactions 
between drivers of location and decision-making processes, so to build a framework that 
might be successfully applied under different contexts. How the seven drivers of FDI location 
translated under different decision-making contexts is further explored in Section 5.5.2. 
 
5.5.2 Determinants of location at different decision-making models 
 
While decision-making procedures, illustrated in Table 5.4 were the result of more static 
relationships with characteristics of the firm, determinants of location were constantly 
evolving and influenced by different, yet overlapping aspects of context at each level of 
analysis. As was the case with the decision models, determinants of location were a result of a 
synergy between individual, internal and external level factors. Unlike decision models, 
however, each grouping played a more even role in determining location. In order to explore 
the relationship between the seven drivers of location highlighted above and the decision 
models identified in Section 5.4.3, the matrix in Table 5.6 was developed. This matrix is 
based on observations of the roles played by the each determinants of FDI location in each 
decision model. Some determinants were more important than others in decision models.  
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Table 5.6 – Drivers of Location and Decision Models 
 
 Decision-Making Models 
 
Determinants 
of FDI 
Location 
SBM SPM PEM MAM SCM 
Initiating 
Force 
Fairly wide scope 
based on strategy. 
Only in 
exceptional 
circumstances 
location-specific. 
Limited to a specific 
region or country. 
Fairly wide 
scope based on 
strategy. Only in 
exceptional 
circumstances 
location-specific. 
Fairly wide scope 
based on strategy. 
Only in exceptional 
circumstances 
location-specific. 
Fairly wide 
scope based on 
strategy. Only in 
exceptional 
circumstances 
location-specific. 
Purpose of 
Investment 
Specific: reduces 
scope 
significantly. 
Broad: involves 
implementing plans, 
therefore does not 
reduce scope 
significantly. 
Broad, yet 
coalitions form a 
collection of 
location- specific 
consideration 
sets based on 
their interests. 
Broad, yet key 
decision makers 
form a collection of 
focus areas based on 
their preferences. 
Broad, yet teams 
form a collection 
of location- 
specific 
consideration 
sets based on 
their beliefs. 
Information 
and 
Networks 
Well informed 
(reliable networks 
and resources). 
Consideration of 
all alternatives 
within reason 
(thinly analyze 
many sources). 
Well informed 
(reliable networks 
and resources within 
focus region). 
Consideration of key 
alternatives (collect 
many resources but 
only focus on a 
few). 
 Reasonably well 
informed 
(reliable 
networks and 
resources). 
Consideration of 
key alternatives 
generated by 
vested interests 
(collect many 
resources but 
only focus on 
those relevant to 
own interests). 
Not well informed 
(haphazard 
collection of 
networks and 
resources). Yet, 
heavy reliance on 
networks on 
incomplete 
information to 
develop 
consideration 
sets/make decisions. 
Well informed 
(reliable 
networks and 
resources). 
Consideration of 
all alternatives 
within reason 
(thinly analyze 
many sources). 
Dynamics of 
Process 
 
Rigid adherence to 
General staged 
approach to 
location includes: 
operational factors 
– strategic factors 
– value factors. 
Standard operating 
procedures mean 
goals are unlikely 
to shift over the 
course of the 
decision.  
General staged 
approach to location 
includes: operational 
factors – strategic 
factors – value 
factors. Strategies 
may however be 
introduced/discarded 
at any point of the 
decision if the 
possibility of 
implementation 
changes. Priority is 
implementation over 
process. 
General staged 
approach to 
location 
includes: 
operational 
factors – 
strategic factors 
– value factors. 
Yet assessments 
are based on 
vested interests 
and bargaining 
and negotiation 
at each stage. 
No pattern in 
approach to 
location. Personal 
value judgments 
important at each 
stage of decision. 
Strategies may also 
be 
introduced/discarded 
at any point of thee 
decision depending 
on chance. 
General staged 
approach to 
location 
includes: 
operational 
factors – 
strategic factors 
– value factors. 
Open decision-
making structure 
means emerging 
conditions and/or 
opportunities 
may shift goals 
during decision. 
Uncertainty  Low 
 
Low Medium High Low-Medium 
Chance Low 
 
Medium Medium High Medium 
Decision-
Maker  
Effects 
Low Medium Medium High Medium 
Source: Based on case findings.  
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Interrupts 
 
The importance of identifying the relationship between decision models and drivers of the 
location of the FDI is found when applying findings to the dynamics of the decision-making 
process, first illustrated in Figure 5.3. According to the findings summarized in Table 5.6, we 
can identify which decision-making models, and also what decision contexts, are more likely 
to have more complex decision-making processes where the relationship between location and 
strategy is tenuous and more a function of chance than rationality and logic. For example, at 
firms following the MAM, high levels of uncertainty, chance and decision-maker effects 
mean that the link between the initiating force and the final location choice is likely to be very 
weak at best. On the other hand, given all the relevant information about the initiating force 
and purpose of investment of a firm following the SBM, it would be very possible to develop 
a consideration set of potential host locations that matched that of case firms. Furthermore, 
through the same process of comparing drivers of location, decision models, and the 
dynamics of the decision process, we can hypothesize how contextual differences, as reflected 
in the decision process models, will influence the linearity and rationality of activities at 
individual stages of the decision process through interrupts.  
 
Three different types of interrupts were associated with different stages of the FDI location 
decision process in Section 5.2.3: internal interrupts, new option interrupts, and external 
interrupts. Internal interrupts were the result of internal factors, such as organizational politics 
or bureaucratic procedures; new option interrupts were the result of the introduction of a new 
option to the consideration set; and external interrupts were the result of external factors, such 
an unstable global economic environment. The differences between decision contexts at 
different stages of the decision process are portrayed in Table 5.7.  
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Table 5.7 – Context-Specific Interrupts to the FDI Location Decision Process by Stage 
 
1. Problem/ 
opportunity 
recognition 
2. Evaluation of 
task 
3. Consideration set 
developed 
4. Information 
collection and 
processing  
5. Final location 
choice 
Internal Interrupt Internal Interrupt Internal Interrupt 
New Option Interrupt 
New Option Interrupt 
External interrupt 
New Option 
Interrupt 
External interrupt 
SPM: Initiating 
force limited to a 
specific region or 
country  
 
MAM: Initiating 
force typically 
driven by a key 
decision maker 
highly open to 
decision-maker 
effects 
SBM: specific 
purpose of 
investment reduces 
scope significantly 
 
SPM: strategies 
may be introduced/ 
discarded at any 
time if possibility of 
implementation 
changes 
 
PEM: evaluation of 
task may be 
manipulated to suit 
needs of vested 
interests 
 
MAM: evaluation 
of task minimal and 
ad hoc, open to 
decision-maker 
effects, chance and 
uncertainty 
MAM: limited 
information means 
heavy reliance on 
networks and 
consideration sets 
developed with 
incomplete 
information.  
PEM: collect many 
resources but only 
focus on those 
relevant to vested 
interests, assessments 
made through 
bargaining and 
negotiation 
 
MAM: personal value 
judgments most 
important, strategies 
may be introduced/ 
discarded at any stage 
of the decision 
 
SCM: Open decision-
making structure 
means emerging 
conditions and/or 
opportunities may 
shift goals during 
decision 
MAM: personal 
value judgments 
most important, 
strategies may be 
introduced/ discarded 
at any stage of the 
decision Highly open 
to chance, new 
option and external 
interrupts. 
 
SPM: strategies may 
be introduced/ 
discarded at any time 
if possibility of 
implementation 
changes 
 New option and 
external interrupts 
may result from 
openness to chance 
and decision-maker 
effects 
 
SCM: in order to 
find best possible 
location, may be 
open to new options 
or external interrupts 
that may influence 
effectiveness of 
location choice  
 
Source: Based on case findings.  
 
5.5.3 Location Attractiveness 
5.5.3.1 Measures of Location Attractiveness 
 
Section 5.3.1.4 identified the characteristics of country and city environments as the measures 
of location attractiveness used to inform assessments in case FDI location decisions. The key 
measures of location attractiveness highlighted in case decisions were organized and 
summarized into twenty-three indicators of location attraction (see: Table 5.8) that correspond 
with four general characteristics of a location: 
 
i. livability  
ii. knowledge creation and information flow  
 240 
iii. competitiveness  
iv. ease of doing business  
How each of these characteristics was defined by case respondents and general patterns 
observed in the research are outlined below. 
  
Livability 
 
Livability describes the attractiveness of a location as a place to live and work. This primarily 
involves an assessment of the difficulties involved with relocation. The concept of a 
location’s livability related to five core factors: basics, working culture, lifestyle, public 
infrastructure and language. In none of the case decisions did any of these factors 
independently, or even as a whole, signify a level of attraction high enough to warrant an 
initiating force for FDI. Instead, factors relating to livability appeared relevant only in the 
final stages of the decision-making process, once the operational needs of the firm had been 
satisfied. When the consideration set was developed during the third stage of the decision, a 
minimum level of livability, which primarily related to basics and public infrastructure, was 
required. However, the level of livability would not qualify a location to be included in a 
consideration set on its own. Once a stage in the decision had been reached where the needs 
of the initiating force was met by all locations under consideration, then livability was used to 
distinguish between otherwise similar operating contexts. Only in cases where measures of 
attractiveness of a location were broadly defined according to more subjective terms in the 
second stage of the decision, for example, when the strategy was driven by a need for creative 
transfer, or when an individual decision maker took control of the decision-making process, 
were livability factors considered prior to the final stages of the decision. In such cases, the 
importance of livability depended heavily on the preferences of the key decision makers. For 
example, at SCG1 the key decision maker decided that a grass roots culture and creative 
lifestyle would be a key indicator of attractiveness. Additionally, LCG2 looked for cities in 
Asia that had demonstrated a creative working culture and creatively linked work and lifestyle 
when seeking a location to establish a subsidiary in the region.  
 
Knowledge Creation and Information Flow 
 
Knowledge creation and information flow describes the attractiveness of a location as a 
source of knowledge. Whether or not a place is a source of knowledge depends on the quality 
of knowledge available, as well as the mechanisms in place to promote further knowledge. 
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The concept of a location’s knowledge creation and information flow related to six core 
factors: availability of skilled labor, higher education and training, labor mobility and 
flexibility, timely response, ICT, and innovation. In each case decision, knowledge creation 
and information flow were key considerations when assessing potential host locations for 
FDI. In particular, in cases where the purpose of the investment was efficiency, resource or 
strategic asset seeking, such considerations were prioritized over all other factors in decision-
making. Again, a high level of knowledge creation and information flow was not sufficient 
enough to constitute an initiating force in any of the observed case decisions; however, unlike 
livability factors, knowledge creation and information flow were often an auxiliary 
component of the initiating force for FDI. For example, in LFG5’s decision to offshore its 
back office functions to India, the key criteria for expansion was a highly skilled, low cost 
labor force. When LCG2 and LCG3 both decided to expand their businesses to new markets, 
both firms searched primarily on the basis of markets with the greatest offerings in terms of 
knowledge creation and information flow, and not size or costs. This is particularly true at 
cases where firm and external operating environments were characterized by high levels of 
stability, high levels of growth and/or high levels of competition. In such cases, knowledge 
creation and information flow in potential host markets presented an opportunity to gain a 
competitive advantage not available through simple economies of scale or cost advantages. 
Factors relating to knowledge creation and information flow accordingly featured heavily in 
the first three to four stages of the decision-making process. As an operational requirement, 
locations were often selected to form part of the consideration set solely on the basis of their 
workforce or ICT and innovation capabilities. Additionally, knowledge creation and 
information flow factors occasionally also featured in the final stage of case FDI location 
decisions. This was only in cases where other aspects of location attractiveness were regarded 
as similar.  
 
Competitiveness 
 
Competitiveness describes the attractiveness of a location in terms of its ability to compete 
with other locations on a global scale. There are many ways for a location to be competitive, 
however the indicators of location attractiveness most highlighted as competitive in case 
responses relate to quantifiable measures, such as costs. The concept of a location’s 
competitiveness related to five factors: costs, economic sentiment, exchange rate, domestic 
market access, and overseas market access. As suggested by the name, factors relating to 
competitiveness were central to case FDI location decisions. Unlike any other grouping of 
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measures of location attraction, factors relating to competitiveness often formed sufficient 
impetus for FDI that they shaped the initiating force at case firms. In particular, host locations 
with unmatched domestic market access, such as China, inspired the initial decision to 
consider FDI at a number of case firms (see: LFG4, SFG3, LCG5). The significance of a 
location’s competitiveness, especially its domestic market access, was also highlighted by the 
fact that in cases driven by competitiveness, other minimum requirements for FDI, such as 
political economic stability or system and business infrastructure, were deemed less important 
and often overlooked. For example, although decision makers at LFG4 identified political 
stability and transparency in business practice as an organizational priority and a minimum 
requirement in most FDIs, the factor was largely ignored in the China FDI decision. In all 
case decisions factors relating to competitiveness were outlined in the second stage of the 
decision and were considered with varying importance in the third, fourth and sometime fifth 
stage of the decision-making process. Like knowledge creation and information flow, factors 
relating to a location’s competitiveness were defined as an operational requirement that 
needed to be filled before other ‘softer’ aspects of the firm’s location were considered for 
FDI. Competitiveness was a particular priority for case decisions where the purpose of the 
FDI was market seeking, however cost factors in particular were important in all cases.  
 
Ease of Doing Business 
 
Ease of doing business describes the attractiveness of a location in terms of how facilitative it 
is for establishing and conducting business. The concept of a location’s ease of doing business 
related to six factors: regulatory framework, taxation system, political economic stability and 
freedom, related and supporting industries, incentives, system and business infrastructure. In 
the same way as factors relating to knowledge creation and information flow, a location’s 
attributes relating to ease of doing business were critical components of case FDI location 
decisions, but not strong enough to constitute an initiating force on their own. Instead, once 
the initiating force had been defined and the decision-making process started, factors relating 
to ease of doing business were assessed to ensure that the FDI could in fact go ahead. In terms 
of priorities in the FDI location decision this meant that firstly, the needs of the initiating 
force and/or purpose of investment were to be met by the consideration set of host locations, 
and secondly, these locations must be assessed to establish which had the most facilitative 
operating environment for FDI . The ease of doing business in a location was considered most 
at two points in case FDI location decisions. Firstly, factors such as regulatory framework, 
economic stability and freedom and regulatory framework were considered during the second 
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and third stages of the decision in order to ensure that FDI was indeed possible at each 
potential location within the consideration set. In this way, such factors were considered a 
minimum requirement for FDI. Then, once decision makers had ensured that these 
requirements had been met, other aspects of ease of doing business in a location were 
examined as indicators of attractiveness or competitive advantages. At the third, fourth and 
fifth stages of the decision, factors such as related and supporting industries, incentives, 
system and business infrastructure and taxation systems were used to differentiate between 
locations which had otherwise quite similar environments. In particular, incentives were only 
considered during the final stage of decision-making, as an additional tool from which to 
assess well-matched alternative location strategies.  
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Table 5.8 – Measures of Location Attractiveness 
 
 
Variable 
Livability 
 
Basics Quality of life, Basic services, Health and safety, Personal freedom 
Working Culture Cultural distance, Average working week, Managerial style 
 
Lifestyle Temperature range, Access to recreational facilities 
Public 
Infrastructure Public transport infrastructure, Public health care system 
 
Language  Similarity to parent country, multilingual abilities  
Knowledge Creation 
and Information 
Flow  
Availability of 
Skilled Labor Proportion of employees with appropriate qualifications 
Higher Education 
and Training Proportion of higher education graduates, CA graduates 
Labor Mobility and 
Flexibility Immigration and visa laws, Industrial relations laws 
 
Timely Response Availability of information, Non-financial assistance  
ICT 
 
Technological readiness, Access to broadband internet 
Innovation 
 
Number of patents per year, Investment in research 
Competitiveness  
 
Costs  Property rental costs, Labor costs, Consumer Price Index, Producer Price Index 
 
Economic Sentiment GDP growth rate, Stock exchange growth rate 
 
Exchange Rate Favorable currency exchange rate, Stability of currency exchange rate 
Domestic Markets 
and Access Market size, Market composition, Barriers to entry, Macroeconomic stability 
Overseas Markets 
and Access Proximity to key markets, Barriers to exit, Size of nearby overseas markets 
International 
Reputation and 
Exposure 
Ranking on relevant indexes of location attractiveness, Global presence, 
Reputation 
Ease of Doing Business  
Regulatory 
Framework Financial regulations, Regulatory transparency  
 
Taxation System Employee taxation, Business taxation, Export taxation 
Political Economic 
Stability and 
Freedom 
Political economic transparency, Democratic system, Existence of prudential 
authorities 
Related and 
Supporting 
Industries 
Existence of related and supporting industries, Market composition, Suppliers 
and Networks. 
 
Incentives Financial incentives, Taxation incentives, Other incentives 
System and Business 
Infrastructure 
Size of central business district, ICT infrastructure, Existence of prudential 
authorities. 
 
Source: Based on case findings. 
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5.5.3.2 Relationships between processes and measures of attractiveness 
 
As mentioned in Sections 5.3.1 and 5.5.3.1, the study found that the importance of different 
aspects of location varied from one stage of the case decisions to the next. Once we had 
explored how the decision process at case firms was contingent on specific aspects of context, 
it was also possible to examine how the importance of location differed across processes and 
context. Interestingly, a strong pattern was revealed through the cross-case analysis that 
showed that the importance of specific location considerations differed in the same way 
across all case decisions. Certainly there were variations in the specific assortment of 
variables that were considered at each stage of the decision, depending on the differences in 
determinants of location identified in Section 5.5.1. However, the groupings were consistent 
across all firms, and a corresponding collection of indicators of location attraction could also 
be identified for each stage of the decision process that accounted for the majority of case 
decisions. The groupings and their related indicators of location attraction are outlined in 
Table 5.9. As described below, the focus of location assessments at case decisions shifted 
from strategic, to system, to operational, to implementation, and finally to added-value 
concerns. A brief summary of these shifts is found below. 
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Table 5.9 – Location Focus at Each Stage of the Decision Process 
 
 1. Problem/ 
opportunity 
recognition 
2. Evaluation 
of task 
3. Consideration 
set developed 
4. Information 
collection and 
processing  
5. Final 
location choice 
Location 
Focus 
Strategic  
 
System  Operational  
(Risk and Return)  
Implementation  Added value  
Minimum 
requirements 
for 
consideration 
International 
reputation and 
exposure 
 
International 
reputation and 
exposure 
 
International 
reputation and 
exposure 
 
 Basics 
System and 
business 
infrastructure 
Regulatory 
framework 
Political 
economic 
stability and 
freedom 
International 
reputation and 
exposure 
 
International 
reputation and 
exposure 
 
Key 
Indicators of 
Location 
Attraction 
Innovation 
Availability of 
skilled labor 
Costs 
Economic 
sentiment 
Domestic 
markets and 
access 
Overseas 
markets and 
access 
 
Innovation 
Availability of 
skilled labor 
ICT 
Costs 
Economic 
sentiment 
Domestic 
markets and 
access 
Overseas 
markets and 
access 
Related and 
supporting 
industries 
System and 
business 
infrastructure 
Innovation 
Availability of 
skilled labor 
Labor mobility 
and flexibility  
ICT 
Costs 
Economic 
sentiment 
Domestic markets 
and access 
Overseas markets 
and access 
Taxation system 
Related and 
supporting 
industries 
Higher Education 
and Training 
Regulatory 
framework 
Taxation 
system 
Related and 
supporting 
industries 
System and 
Business 
infrastructure 
Incentives 
ICT 
Labor mobility 
and flexibility 
Timely 
response 
Timely 
response 
Lifestyle 
Public 
infrastructure 
Language 
Working 
culture 
Incentives 
Exchange rate 
Innovation 
Costs 
Economic 
sentiment 
 
Location 
factors given 
little to no 
consideration  
Working 
culture 
Lifestyle 
Public 
infrastructure 
Language 
Basics 
Working 
culture 
Lifestyle 
Public 
infrastructure 
Language 
Basics 
Working culture 
Public 
infrastructure 
Language 
Lifestyle 
Incentives 
Timely response 
 
 
 
 
 
Source: Based on case findings.  
 
Key Meaning 
Bold Very important  
Italic Somewhat important 
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Stage 1. Strategic Focus 
 
In the first stage of the decision – ‘problem/opportunity recognition’ – strategic considerations 
were the focus of decision making. Strategic considerations related to if and how the FDI 
could be of strategic importance to the firm. The choice of FDI over exporting or other lower-
commitment forms of international market participation demonstrated the intention for long-
term expansion. It also demonstrated that long-term strategic considerations, such as 
positioning, growth and the acquisition of resources, were the focus of this stage of the 
decision. Typically, the initiating force focused on only one or two of these considerations, 
and indicators of location attractiveness stemmed directly from the initiating force. For 
example, if the long-term strategy of a firm was growth, then indicators of market 
attractiveness were most important at this stage of the decision. Overall, indicators that were 
important during the first stage of case decisions came under the headings of competitiveness 
and knowledge creation and information flow, identified in Table 5.3.2. Location 
considerations at the first stage of the decision are outlined by the Partner of SFG4 and the 
CEO of SCG5, respectively: 
 
The first aspect of location that was important in the FDI decision process 
was strategic value. Locations were only considered as potential hosts for 
the investment if they were of great enough strategic value to the firm. 
 (Partner, SFG4) 
 
When beginning to think about potential locations to invest in we first 
looked at the bigger goals of foreign investment, you know growth, profits, 
strategy and so on. Then we narrowed it down a bit based on what strategy 
best suited the environment.. 
 (CEO, SCG5) 
 
Stage 2. System Focus 
 
In the second stage of the decision – ‘evaluation of task’ – considerations relating to the fit of 
potential host locations within the system were the focus of decision making. In evaluating 
the FDI task, developing the purpose of investment, and establishing the parameters for the 
FDI, decision makers were required to assess the needs and resources of the firm in light of 
the FDI task and external operating environment. In other words, decision makers had to 
assess potential locations against each of the firm’s system goals: efficiency, control, growth, 
stability, profit, and market share. The system is explained by the CFO of LCG2: 
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Once the purpose of the investment and direction of the strategy had been 
established, it was then necessary to think about all the different influences 
that had to be considered in investing. We looked at the operating 
environment, global and industry growth and any other trends, competition, 
the resources of the firm and anything else we could think of that could 
possibly impact the investment. 
 
Typically, this involved a minor review of the firm’s resources, and a superficial examination 
of how potential host locations could complement these resources to achieve one or more of 
these goals. Accordingly, indicators of location attractiveness at this stage related to these six 
goals, and fitted with resources of the firm such as networks. The choice of locations to be 
reviewed during this stage of the decision process was highly dependent of the knowledge of 
decision makers, and also therefore upon the reputation and exposure of the location. The 
Founder/Director at SCG3 illustrates this fact: 
 
When evaluating what the needs of the investment were a number of 
potential host locations came to mind. They weren’t necessarily going to be 
the final location choice but when we thought of a new store overseas we 
automatically thought London, New York, Tokyo, Milan. It is just how it is. 
 
 
Stage 3. Operational Focus 
 
In the third stage of the decision – ‘consideration set development’ – operational 
considerations were the focus of decision making. Consideration sets of locations were 
developed and refined according to assessments of risk and return for the firm. Generally, the 
first aspects of location to be considered were those relating to risk and ensuring the minimal 
requirements for a business to operate safely and smoothly. These included firstly, a 
minimum level of basic services, health and safety, political and economic freedom, personal 
freedom, legal and other regulatory frameworks; and secondly, a minimum level of system 
and business infrastructure, related and supporting industries and availability of skilled labor. 
The CFO at LFG5 explains: 
 
The first thing to be considered before assessing the relative market based 
and business factors of locations were the basics of potential host locations. 
No matter how profitable a place could be if you could be robbed and 
murdered the next day it just isn’t worth it. 
 
Also important was an in-depth reconsideration of strategic factors highlighted in the previous 
two stages as important. Indicators of location attraction under the groupings of knowledge 
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creation and information flow and competitiveness featured heavily during this stage of case 
decision processes again. Although not to the same degree as was the case in the previous two 
stages, the choice of locations to be reviewed at this stage of the decision process was still 
partly dependent on the reputation and international exposure of the location. At LFG3, the 
CEO Asset Management describes a city’s status as a world financial center as important: 
 
It was not rational nor necessary to examine all of the cities in the world in 
our analysis so instead we included only the key financial centers of the 
world, you know capital cities, well-connected cities, cities with a history of 
successful global business. 
 
Stage 4. Implementation Focus 
 
In the fourth stage of the decision – ‘information collection and processing’ – implementation 
considerations were the focus of decision making. Because the operational and strategic needs 
of the FDI had for the most part been satisfied during the first three stages of the decision to 
develop the initial consideration set, during the fourth stage of the decision managers instead 
turned their attention to which location would provide the fewest barriers for implementation. 
The Strategy Group Manager at LFG1 explains:  
 
When the consideration set was handed back to us (the Board) from strategy 
so that we could make a decision, most of the operational aspects of 
investment had already been considered. It was our job to think more 
strategically about the investment and things that had not yet been considered 
that would make a big difference in the success of the investment. 
Implementation was big because we understood better the necessary 
processes of relationship building, incentives, taxation etc, implementation 
was partly negotiable and it was our job to negotiate it. 
 
In many cases the consideration set of potential locations for FDI that was presented at the 
fourth stage of the decision consisted of locations with the same fundamental operational and 
strategic characteristics. Accordingly, the best means of differentiating between locations was 
to examine other features. In other cases the consideration sets were more diverse in their 
attributes; however, by this stage of the decision it was assumed that each held its relative 
advantages and any review of strategic and operational factors was more cursory to ensure 
that all locations met the necessary requirements. Indicators of location attraction that related 
to implementation primarily consisted of those under the ‘ease of doing business’ grouping, 
while also including the presence of established relations or networks. In some cases, in 
particular when locations shared many attributes relating to implementation as well as 
strategic and operational considerations, other indicators of attraction  that did not relate 
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specifically to any one group of organizational goals were also considered. These factors, 
deemed ‘added-value’ considerations, satisfied more subjective goals such as lifestyle, 
language and timely response. They were used to ‘add value’ to comparable locations. 
 
Stage 5. Added-value Focus 
 
In the fifth stage of the decision – ‘final location choice’ – added-value considerations 
typically distinguished one location from another in decision making. As was the case in the 
fourth stage, the set of potential host locations under consideration at this final stage of the 
decision process either consisted, or was assumed to consist of, locations with fairly similar 
advantages and disadvantages from the standpoint of the strategic, system and operational 
goals of the firm. Because it was assumed that fiduciary and other responsibilities had been 
fulfilled in previous stages, such concerns were often given only cursory consideration during 
the fifth stage of the decision. In most cases the decision-making group responsible for final 
location choice was the same group that was involved in the first (and no other) stages of the 
decision process. Such high level decision makers were, therefore, not concerned with the 
operational and system aspects of the FDI, but instead focused on fulfilling the strategic 
mission of the firm. Because strategic objectives outlined in the second stage of the decision 
had for the most part already been satisfied, the focus of final location choice instead shifted 
to ‘added value’ or emerging considerations. Emerging considerations included factors that 
had not previously been considered but had surfaced as potentially important as a result of the 
decision-making process. Examples of emerging considerations included anything from the 
emergence of a new opportunity that would decrease the risk of the investment, such as a joint 
venture; to a favorable visit to the location. The dynamics of the process were so strong that, 
in every single case decision the indicators of location attraction that proved to be the decisive 
factors in final location choice were not the same factors used to develop the initial 
consideration set. These included indicators of attraction that either related to secondary goals 
of the FDI, to implementation, or to personal decision maker goals. Location considerations at 
the final stage of the decision are outlined by the Founder/Director at SCG3 and the MD at 
LFG1, respectively: 
    
 
When it came down to it, I was more comfortable and more excited about the 
prospect of working in Singapore than Malaysia. I can’t really put it into 
words but once both places had been shown to be ok alternatives, I went with 
my gut. 
 (Founder/Director, SCG3) 
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It wasn’t a consideration really at all at the beginning of the decision but the 
fact that the Hungarian government had all these places for innovation and 
growth just gave it that little bit extra you know? 
 (MD, LFG1) 
 
The lists of locational attributes found in Table 5.9 presents an indication of what types of 
considerations were important at different stages of the FDI location decision process. Not all 
of the attributes were important at each stage of each case decision. Rather, the lists included 
an amalgamation of the top priorities of cases representing each variation in context. Drivers 
of location (Table 5.4.4) played a key role in defining which locational attributes were 
prioritized at each stage, and also, how they were measured. For example, depending on the 
initiating force for FDI, case firms prioritized one to three of the six key indicators of location 
attraction identified as important during the first stage of the FDI location decision. When the 
initiating force was related to accessing a new market, domestic markets and access and 
economic sentiment were emphasized. When the initiating force was related to the desire to 
acquire strategic knowledge related assets, innovation and the availability of skilled labor 
were far more important. In this way, the initiating force and the purpose of investment in 
each case contributed to location choice at each stage of the decision. 
 
The role of the remaining five determinants of location attraction related more to how each 
indicator of attraction was interpreted, how this interpretation was informed, and how the 
dynamics of the process impacted the linearity of location selection. The influence of 
uncertainty, decision-maker effects and information and networks on interpretations is 
discussed in greater detail in Section 5.5.1. The dynamics of the process and interrupts are 
summarized in Table 5.4.5. By applying the findings summarized in Table 5.4.5 to those 
summarized in Table 5.4.6, one can see how specific indicators of attraction may receive 
disproportionately less or more attention due to differences in process based on context. Thus, 
case findings show that the five decision models, through process effects, may only influence 
location indirectly. The actual content of location decisions is directly related only to 
intangible synergies between influences at the external, internal and individual levels of 
analysis, and the determinants of the location. It is, therefore, impossible to make any 
generalizable assertions about the location of FDI beyond what has been outlined in the above 
discussion. 
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Nevertheless, the fact that the importance of specific groupings of location considerations 
differed for the most part in the same way across all case decisions is a key finding and has 
important implications for the FDI location decision process and its research. If managers 
develop the parameters of the FDI task, and then later the consideration set of potential 
locations for FDI, based on extensive and detailed objective criterion of the decision, such as 
costs and domestic markets and access, and then choose final location choice at a later stage 
conditional on this, it is inevitable that the marginal determinants will be the factors that were 
unimportant in the first stages of the decision as they have the most variance. These findings 
are confirmed by recent research that shows the complexity of many of the shortlists of FDIs 
investigated by firms (Mudambi & Navarra, 2003; Buckley et al. 2007). Furthermore, the 
focus on risk and return and fairly objective operational factors when developing the 
consideration set, but highly subjective strategic and added-value considerations in final 
location choice suggests that decision-maker effects may only really be important during the 
first and last stages of the decision. Finally, the disregard for investment incentives until the 
final two stages of the decision, together with the importance of reputation and exposure 
throughout the first three stages, has important implications for FDI attraction schemes. Case 
findings suggest that without appropriate marketing strategies based on increasing 
international market presence, FDI incentives may be of little use to government bodies. In 
countries with an established reputation, however, regional disparities between incentives and 
relatively minor livability concerns appeared to have a significant impact on FDI location 
choice.   
 
5.6 Conclusion 
       
This section highlights the key findings of the cross-case analysis and their initial implications 
for research in MNE theory and internationalization. The findings outlined within this chapter 
capture the intricacies of how FDI location decisions are made by managers within firms that 
operate within systems. Rather than basing our analysis on the problematic assumptions of 
prior research, we instead follow Aharoni’s (1966) lead, and look for the elements of the 
process that can explain FDI location behavior and make the variables interrelated and 
sensible. In the context of the FDI location decision, this means detailing the four composite 
parts of the decision: the process, the context, patterns and location, and exploring how they 
relate to each other. Findings are summarized in Table 5.5, and will be used in Chapter 6 to 
address and revise the research propositions and conceptual framework developed in the 
exploratory research (Chapter 3).  
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First, the findings clarify the nature of the decision-making process that leads to FDI location 
choice. Despite being complex and dynamic the foundation of the process as a strategic 
organizational activity proves it to be amenable to conceptual structuring. The findings show 
the FDI location decision process as comprising of five broad stages, the content of each 
driven by an open and evolving interpretation of maximum subjective expected utility. The 
five stages: problem/opportunity recognition, evaluation of task, consideration set 
development, information collection and processing and selection, correspond with those 
highlighted in extant strategic decision-making literature (see: Beach & Mitchell, 1978; 
Shrivastava & Grant, 1985) and adapted in different areas of international business (Kumar & 
Subramniam, 1997). The features of each stage of the process that help to shape the FDI 
location decision and differ across contexts include: comprehensiveness, rule formalization, 
sources and use of information, reporting and communication, hierarchical decentralization 
and lateral communication, and the role of decision makers and politicization. The features of 
the initial two stages of organizational activity that influence FDI processes and outcomes 
include problem solving dissension and initial consideration set development.  
 
Utility preferences in FDI location decisions are identified as the consequence of shifting and 
opaque goals, founded upon imperfect information, operating in an environment marked by 
uncertainty. In contrast to the widely accepted assertions of the internalization and eclectic 
schools of thought (Dunning, 2001; Fina & Rugman, 1996), profitability and rent extraction 
represent only two of the many different components of utility that drive decision processes, 
and under many contexts are considered only minor considerations for FDI. Furthermore, 
because the FDI location decision is not a point-of-time decision but a gradual process that 
yields important changes over its duration; the associated concepts of utility and rationality 
are evolving and opaque (Aharoni, 1966; Buckley et al., 2007; Mudambi, 1995; Mudambi & 
Navarra, 2003). In their place, five variations in the overall orientation of the utility 
preference or decision rule prove to be more useful predictors of decision-making behavior: 
procedural rationality, fulfillment of plans, vested interests, garbage can and results.  
 
Bringing together the decision-making rules and procedures that comprise the FDI location 
decision-making process are the dynamics of the process. A critically important – yet highly 
neglected – aspect of FDI location choice, the dynamics of the process illustrate the many 
ways in which final FDI location choice might diverge from its intended trajectory. Through 
interrupts, delays, cycling and recycling, potential location strategies may be discarded or 
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introduced, thereby severing the link between the initial determinants of location and final 
choice (Mintzberg et al., 1976). Furthermore, the founding principle of the stagewise 
approach to decision making implies that factors that are important at one stage are not as 
important in the next and, thereby, prevents any generalizable conclusions from being drawn 
with regard to overall determinants of location (Buckley et al., 2007). Accordingly, research 
findings identify the FDI location decision process as complex and evolving, where actors 
involved change their perception of different variables, shifts in the environment occur, and 
changes in other activities of the organization may take place. As noted by past research 
(Aharoni, 1966; Devinney et al., 2003) ignoring the dynamic and temporal elements of this 
process would create grave distortions in its understanding. 
 
Second, the study develops a taxonomy of the FDI location decision context in order to 
provide explanatory links between characteristics of the decision and its observed processes. 
Findings reveal that variation in the characteristics of the decision-making environment that 
are external to the firm, internal to the firm, and individual to the decision-making group, each 
impact different aspects of the decision process, depending on their synergy with other 
aspects of context. External environmental variables set the foundations of the decision, drive 
the location of FDI, and have the potential to shape the initiating force behind the FDI, and 
influence the process of the FDI decision through interrupts and delays. In particular, the 
characteristics of cities and countries form the driver, the consideration set and the measure 
for analysis in the process, and features of host locations are key but difficult to measure 
influence on the process. Twenty-three indicators of location attraction are identified within 
four broad groupings: livability, knowledge creation and information flow, competitiveness, 
and ease of doing business. The indicators of attraction are consistent with those highlighted 
in practitioner work (Anholt, 2011; MasterCard, 2011) and bring together findings from 
calculative (Buckley et al., 2007; Dunning, 2001; Porter, 2000), process (Johanson & Vahlne, 
1977, 2009) and other academic perspectives (Chetty & Blankenburg Holm, 2000). 
Contextual variables that are internal to the firm may also shape the initiating force behind 
FDI, drive location and influence the process through delays and interrupts. Variables that are 
internal to the firm are, however, the only grouping that has a direct influence on the structure 
of the decision-making process itself. Variance in case decision-making procedures and rules 
were both largely attributable to variance in the characteristics of case firms (Nachum & 
Wymbs, 2002). Finally, although less easily isolated, decision-making group variables may 
help with facilitating the initial adoption of the initiating force, driving the process, driving 
location and reducing uncertainty in the decision. While prior research downplays the role of 
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manager in FDI location decisions (Dunning, 2001; Porter, 2000) this study shows otherwise 
because, as part of a group or individually, the manager is the central agent responsible for 
making sense of the multitude of goals and constraints of the decision in order to produce 
final location choice (Buckley et al., 2007).  
 
Findings show decision processes to vary in five prototypical patterns, described as decision-
making models: (1) systemic bureaucracy model, (2) strategic planning model, (3) political 
expediency model, (4) systematic collaboration model, and (5) managerial autocratic model. 
The five variations in decision-making models illustrate how decision-making rules and 
procedures fit together in the context of MNEs, thereby outlining the five primary ways in 
which a FDI location decision can be made. The models build upon those previously outlined 
in the broader field of strategic decision behavior to link the FDI location process with its 
context (Baird & Thomas, 1985; Beach & Mitchell, 1978; Shrivastava & Grant, 1985). The 
occurrence of each model is attributable to clusters of contextual variables that together 
moderate the level of decision-maker autonomy, hierarchical centralization, commitment to 
strategy, rule formalization and politicization of the decision. Accordingly, characteristics of 
the firm are highlighted as the most important determinants of FDI location decision 
processes.  
 
Location is the final element of the study. The study shows that there are two aspects of 
location for which some form of general conclusions can be drawn in the context of FDI 
decisions. Firstly, the factors that actually shape the content of the FDI location decision 
include: the initiating force of the investment, the purpose of investment and information 
sources and networks. Each of these determinants serves to limit the number of possible 
locations for investment, and form the value basis and measures from which to select the most 
attractive location choice. Whether tied to a particular strategy, a particular region or specific 
information, the determinants work from the outset of the decision onwards as a continual 
process of cutting down the consideration set until final location choice. Because the initiating 
force shapes the initial considerations set for investment, and no two initiating forces are 
exactly the same, no two FDI location decisions start with the same consideration set. Further 
complicating the content of FDI location decisions are what we have identified as constraints 
on location in the decision. The dynamics of the decision, uncertainty, chance, and decision-
maker effects all work to further limit any conclusions regarding location to the specific 
context of the decision. Managers within firms use different coping strategies to minimize the 
great deal of uncertainty that surrounds FDI location choice, therefore even if the 
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determinants of location at two firms are very similar, these auxiliary forces will likely result 
in different processes and outcomes. Thus, generalizations regarding the actual content of FDI 
location decisions, such as “profit drives FDI location choice” are an unrealistic goal to 
pursue (Blonigen, 2005). Instead, in pursuing more accurate explanations of FDI location 
choice it proves far more useful to examine how the determinants and constraints on location 
differ across contexts, such as the five FDI location decision-making models identified in the 
study.  
 
The second aspect of location that proved amenable to conceptual structuring related to 
indicators of location attraction. A strong pattern was revealed in the cross-case analysis that 
showed that the importance of specific location considerations differed in much the same way 
across case decisions. During the first stage of the FDI location decision, primarily strategic 
aspects of locations are considered; during the second, considerations relating to the system; 
operational concerns in the third, implementation in the fourth and added-value factors in 
final choice. Of course, as a result of different determinants of a location, specific variables at 
each stage of the decision and how they are interpreted may vary. However, a broad collection 
of indicators of location attraction may be identified at each stage of the process as generally 
more important than others. These findings offer strong support for the concept of evolving 
location considerations in FDI location choice, most notably introduced by Buckley et al. 
(2007). Accordingly, the priorities of FDI location choice outlined by calculative (see: 
Buckley & Casson, 1976; Dunning, 2009), and process (Uppsala & Vahlne, 2009) 
approaches, may both be important to the decision, only at different stages of the process.  
 
Therefore, this study demonstrates how a behavioral approach to MNE activity can engage a 
strategic decision-making approach to bridge the gap between different mainstream theories 
of internationalization and FDI. Case findings highlight the limits of relying on only one 
model of decision making in analysis of the FDI location decision, whether it be the 
traditional model of the rational economic decision maker or more dynamic behavioral 
approaches. Given the sheer number of factors that may influence FDI location decisions, the 
research emphasizes the importance of accepting complexity in analysis, and focusing efforts 
on understanding what assumptions hold true under what contexts, rather than adopting a one-
size-fits-all approach.  
 
 Findings reveal that the each theory of the MNE contributes to understanding of FDI location 
decisions, yet because of level of analysis concerns, tend to focus on only specific parts of the 
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decision, or influences. While the Uppsala Model offers valid insight into the importance of 
processes, learning and knowledge in FDI choice, the Eclectic/Internalization Paradigm is 
more useful in identifying specific indicators of location attraction, and determinants of 
location. The Resource-Based View is crucial in highlighting the importance of synergy 
between the resources of the firm and potential host locations, yet the Network Perspectives 
offers more insight into the role of relationships, and the Institutional Perspective on 
regulatory constraints. Even strategic decision-making theory, although a critical component 
of the study’s analysis, is limited in its explanations of how processes interact with context to 
produce actual choice. The implications of the study’s findings on prior research are outlined 
in greater detail, following the revision of initial research propositions and the development of 
a revised conceptual model of the FDI location decision. The overall findings from the study 
thus far and how they relate to prior research are reiterated in Table 5.10.  
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Table 5.10 - Summary of Major Themes and Findings 
 
Component  Major themes and link with the initial model and 
propositions 
Prior research 
 
1. 
The 
Decision 
Process 
Process characterized by 5 stages of decision-making 
procedures  
 
Supported: Beach & Mitchell 
(1978), Kumar & Subramanium 
(1997), Wei & Christodoulou 
(1997)  
 
Subjective expected utility decision rule drives decision-
making processes 
 
Supported: Dyer et al. (1992); 
Kyburg & Smokler (1964) 
Dynamics of the process influence the perceived rationality 
of the decision  
Supported: Melin (1992); 
Mintzberg et al. (1976) 
2. 
The 
Decision 
Context 
External environmental variables: 
- relate to characteristics of the global, industry, 
regional and country and city environment 
- influence the initiating force for the FDI, 
foundations for FDI, dynamics of the process and 
location  
Supported: Aharoni (1966); 
Baird & Thomas (1985), Beach 
& Mitchell (1978) 
 
Indirectly supported: Buckley & 
Casson (1976), Buckley et al. 
(2007), Porter (2000) 
Internal environmental variables: 
- relate to characteristics of the firm and FDI task 
- influence the initiating force for the FDI, 
dynamics of the process, decision-making 
procedures and rules 
Supported: Aharoni (1966), 
Autio et al., (2000); Baird & 
Thomas (1985), Beach & 
Mitchell (1978) 
 
Indirectly supported: Chen & 
Chen (1998); Chetty & 
Blackenburg Holm (2000); 
Chung (2001) 
Individual environmental variables: 
- relate to characteristics of the decision-maker and 
decision-making group  
- influence the adoption of the FDI, dynamics of 
the process, drive location, and reduce 
uncertainty 
Supported: Aharoni (1966); 
Baird & Thomas (1985), Beach 
& Mitchell (1978); Kumar & 
Subramanium (1997), Wei & 
Christodoulou (1997) 
 
Indirectly supported: Hermann 
& Datta (2002) 
3. 
Contingency 
Effects 
Five decision-making models:  
- Systemic Bureaucracy Model (SBM);  
- Strategic Planning Model (SPM) 
- Political Expediency Model (PEM) 
- Systematic Collaboration Model (SCM) 
- Managerial Autocratic Model (MAM) 
Supported: Shrivastava & Grant 
(1985) 
Contingent on clusters of contextual variables relating to: 
- Rule formalization 
- Decision-maker autonomy 
- Commitment to strategy 
- Hierarchical centralization 
- Politicization 
Supported: Papadakis et al. 
(1998), Fredrickson (1986) 
 
Indirectly supported: Chen & 
Chen (1998); Chetty & 
Blackenburg Holm (2000); 
Chung (2001) 
4.  
The    
Role of  
Location  
Location attractiveness is measured by twenty-three 
indicators of attraction grouped under four headings: 
- Livability 
- Knowledge creation and information flow 
- Competitiveness 
- Ease of doing business 
Supported: Anholt 2011; 
Hankinson 2003; Hankinson 
2005; Kotler & Gertner 1993; 
MasterCard 2008; Trueman et 
al., 2004 
Three primary determinants of location: 
- Initiating force 
Supported: Aharoni (1966); 
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- Purpose of investment 
- Information and networks 
Four constraints on location: 
- Dynamics of the decision process 
- Uncertainty 
- Chance 
- Decision-maker effects 
Baird & Thomas (1985), 
Blonigen (2005); Hymer (1960), 
Mintzberg et al. (1976) 
Different location considerations are important at different 
stages of the decision: 
- Stage 1: Strategic factors 
- Stage 2: System Concerns 
- Stage 3: Operational factors 
- Stage 4: Implementation Concerns 
- Stage 5: Added Value Considerations 
Supported: Buckley et al. (2007) 
 
 
 
5.7 Summary 
 
The objective of this chapter was to outline the key findings of the study and classify them 
according to the initial model suggested in Chapter 3. Within- and cross-case analyses were 
conducted and reveal an in-depth account of the four composite parts of the FDI location 
decision: the process, the context, the patterns, and location, and how they relate to each 
other. The findings support, complement and offer new insights into prior research of MNE 
decision-making and the location of FDI. These findings have important implications for the 
initial model and propositions (Chapter 3) and these implications, along with the development 
of a refined model and propositions, will be outlined in the next chapter (Chapter 6).  
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Chapter 6 - Extended Discussion, Refined 
Model and Implications 
 
6.1 Overview 
 
The purpose of this chapter is to address and revise the initial model and propositions 
(Chapter 3) based on the findings from the main study (Chapter 5). The chapter begins with a 
general discussion of the initial propositions and the extent to which the data provide evidence 
of support. The discussion is structured in line with the four key components of the FDI 
location decision identified in the exploratory research: (i) the process, (ii) the context, (iii) 
contingency effects, and (iv) location. A set of refined propositions follows with an updated 
contingency model of the FDI location decision. The chapter ends with a discussion of the 
implications of the new model on existing theories and models of MNE behavior. 
 
6.2 A general discussion of the model and propositions 
 
The FDI Location Decision Process: Proposition 1 
 
Initial Proposition 
 
P1. The FDI location decision process occurs in five overlapping yet sequential stages, 
consisting of opportunity/problem recognition stages, an evaluation of task stage, a 
consideration set development stage, an information collection and processing stage, 
and a final selection stage. 
 
 
Discussion 
 
Findings from the research show strong support for Proposition 1. Five stages of 
organizational activities are identified as leading to FDI location choice in each of the twenty 
focus cases: problem or opportunity recognition, evaluation of task, consideration set 
development, information collection and processing and final selection. In some cases, 
particular stages of the decision were revisited because new variables had been introduced to 
the decision, or processes were not to the satisfaction of decision makers. However, 
progression from one activity to the next was not possible without completion of the previous 
activity, thus the ordering of the stages was also verified. Because of these interdependencies, 
 261 
it can also be construed that organizational procedures within the stages have some overlaps. 
Thus, Proposition 1 was supported in each of its components. 
 
The exploratory research (Chapter 3) also showed that the implementation of the five stages 
of the FDI location decision process differed across contexts. In order to ascertain how 
processes differed, the main study examined the two composite features of the FDI location 
decision process: decision-making rules and decision-making procedures. A discussion of the 
variation in each of these features is found in the paragraphs below.  
 
Firstly, the decision rule that guided case decision processes was a complex imperative that 
included the consideration of a variety of economic and non-economic issues, filtered through 
a behavioral process of perception and interpretation. Utility is defined according to the needs 
and priorities of the decision context, and appears objective in some ways, but not in other 
ways. What constituted maximum utility or what was considered most reasonable differed 
according to case context in the research. These differences centered upon the central focus or 
orientation of the decision process. Five different orientations of utility were observed in the 
main study: results, procedural rationality, political expediency, implementation of plans, and 
‘garbage can’ (see: Section 5.4.1).  
 
Secondly, the features of the decision procedures that comprised each of the five stages of 
case decisions differed across cases. In particular, comprehensiveness, sources and use of 
information, reporting and communication rule formalization, hierarchical decentralization 
and lateral communication, the role of decision makers and politicization, initial problem 
solving dissension and initial consideration set development, were features of decision-
making procedures that had a substantial impact on organizational activities at each stage of 
the decision, and also on decision outcomes. 
 
While exploring possible sources of variation between decision processes, however, a 
common decision-making rule emerged. The decision-making rule that drove decision-
making processes and procedures involved a cost-benefit analysis of what constituted the best 
fit between the needs of the firm, the external environment and the individual decision makers 
and decision-making groups. In this way the decision-making rule can best be described as the 
subjective expected utility rule (Savage, 1954).  
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Delineating between the five stages of the FDI location decision process proved useful not 
only as a means for organizing the organizational procedures followed to reach final location 
choice; it was also useful as a way to clarify how these procedures were linked, and how the 
dynamics of the process interacted with the content to produce different outcomes. Indeed, the 
dynamics of how the five stages of the FDI location decision process played out proved to be 
a critical influence on final location choice in two key ways.  
 
First, each of the five stages was shown to connect to the following stage by a flow of 
information which was progressively refined through the organizational procedures at each 
stage. The information content included the location consideration set for investment, 
information regarding the consideration set, measures of location attractiveness and 
determinants and constraints on location. Through the five stages of organizational 
procedures, the information content and consideration sets were narrowed down to reach final 
location choice. This process of progressive refinement was significant because it meant that 
factors that were important at one stage of the decision were not as important in the next. 
Accordingly, the consideration sets and outcomes, framing, and context of each stage required 
separate analysis. Although the five stages were constant across all decision contexts, 
feedbacks occurred in situations where more information was required to make a decision. In 
such cases, final location choice was dependent on the organizational procedures that 
occurred prior to and following the feedback.  
 
Second, because the decision occurred over a period of time and involved consensus among 
different parties and different forces, it was likely to be subject to any number of interrupts, 
delays, cycling and recycling. In line with the process of progressive information content 
refinement, such dynamic forces subsequently resulted in deviations from the expected path 
of the decision process. Changes in the dynamics of the decision process related to anything 
from the addition or deletion of locations from the consideration set, new strategic or 
environment considerations, to new participants. Cross-case findings showed that the greater 
the level of uncertainty in the FDI task environment, the more open the decision process was 
to such dynamic forces that would disrupt the stages approach to location choice. Uncertainty 
was observed at the level of the decision-making group, the firm and the external 
environment.  
 
The FDI location decision process can therefore be viewed as a complex process; its general 
components are amenable to conceptual structuring, but its specific features are highly context 
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dependent. In order to make a FDI location decision, a firm must pass through all of the five 
stages of the process, using a subjective expected utility rule. Because of differences in the 
decision-maker, firm and environmental context of the decision, what defines expected utility 
and what guides the procedures and content of each stage of the decision will vary. 
Furthermore, differences in context interact with critical dynamic and temporal aspects of the 
decision process to further complicate decision outcomes. Therefore, the refined proposition 
is stated as: 
Revised Propositions  
 
P1. The FDI location decision occurs in a set chronological pattern of five overlapping 
stages with the goal of maximizing subjective expected utility. Each stage is a set of 
procedures identified as: the opportunity/problem recognition stage, the evaluation of 
task stage, the development of consideration set stage, the information collection and 
processing stage, and the final selection stage. 
 
P2. Each stage is connected to the following stage by a flow of information that is 
progressively refined, the content of which is the selection of a location decision. 
Although, there are stages in which feedbacks can occur. 
 
P3.  In firms where the level of uncertainty is higher, there will be an increased likelihood 
that the stages in the process will be delayed, stopped and restarted, extended, sped up, 
recycled back to at a later time, or subjected to feedback. These dynamics will, in turn, 
disrupt the staged approach to location choice. 
 
 
The FDI Location Decision and Context: Proposition 2a, 2b, 2c 
 
Initial Propositions 
 
P2.  There are systematic differences between FDI location decision-making processes at 
different decision contexts.  
 
More specifically… 
 
P2a. There are systematic differences across FDI location decision-making processes 
dependent on characteristics of the decision context that are external to the firm, in 
particular, global, industry and regional operating environments.  
 
P2b. There are systematic differences across FDI location decision-making processes 
dependent on characteristics of the decision context that are internal to the firm, in 
particular, firm and investment-task characteristics.  
 
P2c. There are systematic differences across FDI location decision-making processes 
dependent on characteristics of the decision context that are individual to the decision-
maker or decision-making group, in particular, decision-maker(s) experience, decision-
maker(s) bias.  
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Discussion 
 
The findings were, for the most part, supportive of Proposition 2 and its corresponding three 
sub-Propositions 2a, 2b, and 2c. Systematic differences were observed between FDI location 
decision-making processes in different decision contexts. A taxonomy of the FDI location 
decision context was developed in order to provide explanatory links between characteristics 
of the decision and its observed processes. Specific patterns were observed in differences in 
process activity according to different aspects of context. Patterns related to the two key 
components of the FDI location decision: (i) the content of the decision-making process, and 
(ii) the decision-making process itself. The content of the decision-making process was shown 
to be driven by context both directly, where aspects of the external, internal or individual 
environment directly corresponded with the specific direction of a decision; and indirectly, 
where the criteria for assessing potential host locations for FDI was shaped by the context of 
the decision. The decision-making process was shown to be driven by context through effects 
on the structure of the process itself, i.e., what actors were involved, what processes and how; 
and through effects on the dynamics of the process, i.e., the speed of the process, facilitation 
of adoption of certain strategies, the influence of interrupts and new options. The different 
components of case decisions were each affected differently by different characteristics of 
context at different levels of analysis. The following broad patterns were observed according 
to context at different levels of analysis.  
 
Characteristics of the decision context that were external to the firm were shown to influence 
both the content and processes of case FDI location decisions. Content of case decisions was 
driven by external environmental variables through their influence on the initiating force 
behind the decision, i.e., the force required to trigger the firm in the direction of FDI (see: 
Section 5.2.1). Processes were influenced through the role of external environmental variables 
in facilitating the uptake and speed of FDI location decisions. Additionally, the features of 
host cities and countries proved to be important but difficult to measure external influences on 
case decisions. The characteristics of host cities provided the drivers, the consideration sets 
and the measures for analysis in case decision-making processes. Characteristics of the 
decision context that were external to the firm included the characteristics of the global, 
industry, regional and location environment.    
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Characteristics of the decision context that were internal to the firm were also shown to 
influence both the content and processes of case FDI location decisions. Content of case 
decisions was driven by internal environmental variables through their influence on the 
initiating force behind the decision, their influence on the criteria used to assess different 
locations with, and through their associated provision of information and networks. Firm 
characteristics, however, had perhaps the most significant impact on case processes, 
determining the underlying structure of processes and driving their dynamics. In fact, 
variables that were internal to the firm were the only grouping of contextual variables that 
were observed to have a direct influence on the structure of the decision-making process 
itself. Characteristics of the decision context that were internal to the firm included the 
characteristics of the firm and the FDI task. 
 
Characteristics of the decision context that were individual to the decision-maker or decision-
making group were also shown to influence both the content and processes of case FDI 
location decisions. Content of case decisions was indirectly influenced by individual variables 
through their influence as an auxiliary force (Aharoni, 1966) that helped the firm to either 
adopt or reject a concept for FDI in the initial stages of the decision-making process. It was 
also directly influenced by their role in assessing attractiveness of host locations, both through 
information and networks, and through cognitive limitations and other biases on perceptions. 
Processes were influenced by the ability of decision makers to reduce uncertainty, as well as 
speed up and slow down decision-maker processes. These findings are particularly significant 
as they contradict prior research which has downplayed the role of managers in the FDI 
process (Dunning, 2001; Johanson & Vahlne, 1977; Porter, 2000), and show that both as 
individuals and part of larger decision-making groups, managers are the central agents 
responsible for making sense of the multitude of goals and constraints of the FDI location 
decision so to produce final location choice. Characteristics of the decision context that 
related to the decision maker included characteristics of the decision maker, such as decision-
maker knowledge; and characteristics of the decision-making group, such as tension 
avoidance within the decision-making group (see: Section 5.3.3).  
 
In addition to uncovering the general patterns outlined above, the study identified two 
moderating effects that stemmed from decision context that had not been addressed in the 
initial research propositions. These moderating effects were uncovered when it became clear 
that groupings of variables at different levels of analysis varied in terms of their influence on 
the decision process. Characteristics of case environments that were internal to the firm 
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appeared to have a strong influence on decision-making procedures within the process, 
whereas external and individual environmental characteristics had a greater influence on the 
dynamics of the process and on how location was perceived in decision making. Additionally, 
not all contextual patterns in decision-making processes were the same. Dependent on 
interaction with other aspects of context, different effects were observed at case firms. For 
example, a high level of instability in the global operating environment was perceived to be a 
disincentive for FDI in a number of cases (see: LFG4, LCG3), increasing the level of 
uncertainty in the decision-making process and consequently encouraging a focus on more 
stable and familiar locations. However, a number of other case firms perceived the same level 
of global instability to be an incentive for FDI, and an opportunity to branch out towards 
locations that may be less familiar than past investments (see: LFG2, LFG3, LFG5).  
 
The difference between the two interpretations of global instability instead lay with each 
case’s general attitude towards risk. Attitude towards risk was the result of several different 
factors at the level of the firm and the level of the decision-maker or decision-making group 
such as firm size, strategy, international experience, information and networks. Thus, the risk-
taking behavior of MNEs may not be contingent upon the level of global environmental 
uncertainty by itself, but instead how the level of global environmental uncertainty fits with 
other aspects of firm and decision-maker context that impact perceptions of risk. This pattern 
was found to hold true across all case decisions. More specially, it was found that decision-
maker characteristics moderate the influence of firm and environmental variables on the FDI 
location decision, and firm characteristics moderate the influence of decision makers and 
environmental variables on the FDI location decision.  
 
In this way, the research goes beyond Propositions 2a, 2b and 2c to show that there are indeed 
important systematic differences across specific aspects of the FDI location decision-making 
process dependent on characteristics of the decision context at the external, internal and 
individual levels of analysis; however, the interactions between different characteristics of the 
decision context prove to be much stronger indicators of broader FDI behavior. Therefore, the 
refined propositions are stated as: 
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Contingency Effects in the FDI Location Decision Process: Proposition 3 
 
 
 
 
 
 
 
Discussion 
 
The results of the main study were, for the most part, consistent with the initial proposition 
that firms of similar size and industry will exhibit similar patterns of FDI location decision-
making processes. There were, however, a number of important exceptions that indicated that 
firm size and industry were not the only aspects of decision context that influenced processes. 
Initial Proposition 
 
P3.  MNEs will exhibit similar patterns of FDI location decision-making processes 
dependent on firm size and industry. 
 
Revised Propositions 
 
P4.  The general decision-making process and its content differ according to external 
environmental context, internal environmental context, and individual decision-making 
group context. 
 
More specifically…  
 
P4a. Differences in the FDI location decision context that are external to the firm lead to 
differences in the initiating force, determinants of location, and dynamics of FDI location 
decision processes.  
 
P4b. Differences in the FDI location decision context that are internal to the firm lead to 
differences in the initiating force, determinants of location, and dynamics and structure of 
FDI location decision processes.  
 
P4c. Differences in the FDI location decision context that are specific to the decision-
making group lead to differences in the determinants of location and dynamics of FDI 
location decision processes. 
 
P5. The influences of firm and environmental variables on the FDI location decision are 
impacted by decision-maker characteristics through a subjective process of perception and 
evaluation.  
 
P6. The influences of decision-maker and environmental variables on the FDI location decision 
are impacted by firm characteristics that dictate how decision-making processes are carried 
out and what the strategic priorities of the firm are. 
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While recognizing the limitations of the sample, the exploratory research (Chapter 3) suggests 
that MNEs may exhibit similar patterns of FDI location decision-making processes dependent 
on firm characteristics such as firm size and industry. In the more detailed analysis of the 
influence of each aspect of context – external, internal and individual – on decision-making 
processes and content in the main study, it was possible not only to examine the influence of 
firm size and industry (as they were represented in the sample) on processes, but also to 
examine how these factors interacted with other aspects of firm context. The patterns 
observed between firm size and industry are detailed below, followed by a broader discussion 
of the impact of firm context on decision processes. 
 
As specified previously, two sizes of MNEs were represented in the research: large and small. 
The differences between FDI location decisions at different size MNEs were vast. Firstly, FDI 
location decisions were longer, involved a greater number of actors, a wider consideration set 
of locations, and a more process- and objective rule-driven structure than those at small firms. 
Secondly, large firms typically assessed location attraction on market-based measures of 
competitiveness and knowledge and information creation flow, and gave far less 
consideration to incentives, networks and factors relating to ease of entry than those of small 
firms. The FDI location decision at large firms best resembles that proposed by calculative 
traditions such as industrial organization, when the decision involves a ‘rational’ economic 
actor pursuing profits and rent extraction. The FDI location decision at small firms was far 
more dependent on the niche strategy of the firm and facilitative external environmental 
conditions, thus representing more of an entrepreneurial model.  
 
The two MNE industry types represented in the research were financial services and creative 
industries. The differences between FDI location decisions in these two industry contexts 
were substantial. Firstly, the FDI location decision processes at case firms differed 
substantially by industry. The FDI location decisions at financial services MNEs were more 
process-driven and objective than those taken at creative firms. At creative industry firms, 
processes were far more ad hoc, opportunistic, and dependent on environmental and decision-
maker characteristics. Secondly, the location choice sets and location focus of case decisions 
also differed greatly depending on whether the firm was from the financial services or 
creative industries. At financial services cases, the attractiveness of locations was measured 
according to a cost-benefit analysis of fit between firm strategy, the location, and the external 
environment, made by multiple decision-making groups. As a result, the location focus of 
such decisions was on comparative cost, resource and efficiency advantages, assessed as 
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objectively as possible. The initial consideration set for investment, or the location content of 
the decision, typically included a broad selection of potential locations, unless the particular 
initiating force was tied to a specific location. FDI location decision at creative industries 
cases was the result of the interpretations of best fit between firm strategy, the location, and 
the external environment by key decision makers. In this way, the location focus of such 
decisions was on comparative strategic or innovation advantages, assessed according to the 
perceptions of key decision makers. The initial consideration set for investment was often 
limited to only a small number of countries. 
 
There were, however, a number of exceptions to these patterns. With regard to size, the two 
firms that strayed most noticeably from the large size firm trend the most were LCG2 and 
LCG4, and the firms that defied the small size firm trend were SCG5, SFG1 and SFG5. LCG2 
and LCG4 exhibited far more open, innovative and collaborative decision-making processes 
that opposed the rule-driven narrow focus of those present within their larger counterparts. 
This pattern also translated to the location focus of decision-making processes at LCG2 and 
LCG4, where the focus was on ‘softer’ indicators of location attraction, such as innovation 
and international reputation and exposure. An almost myopic focus on rules and structure in 
SFG1 and SFG5 decision processes more closely resembled those of larger MNEs. Finally, 
SCG5 provided the greatest contrast with the other small creative firms, following a highly 
bureaucratic, rule-driven and centralized decision-making process comparable with large 
financial services firms.  
 
In addition to the above exceptions in the industry and size effects on FDI location decisions, 
a significant amount of variation was observed in more specific aspects of case decision-
making, including the location focus, structure and dynamics of decision processes. Indeed, 
depending on what aspect of the decision was being examined different patterns were 
observed. Thus, it became clear that there were other contingency effects on the FDI location 
decision elicited by contextual variables beyond firm size and industry. With regard to the 
structure and dynamics of FDI location decision-making processes, five patterns were 
identified in the main study and consequently labeled as five alternative decision-making 
models. Accounting for the majority of variation between these patterns were five 
characteristics of the decision model: the level of decision-maker autonomy, hierarchical 
centralization, rule formalization, commitment to strategy, and politicization of the decision. 
In order to explain why one model was adopted in certain case contexts but not others, it was 
necessary to explain how the decision context moderated each of these variables. Because of 
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their direct connection to organizational processes, the characteristics of case context that 
directly related to each of these elements, or ‘clusters’ of variables, related primarily to 
characteristics of the firm. For example, the level of politicization of case decisions was 
impacted by clusters of variables including firm history, firm structure, firm culture, 
management structure and autonomy. The clusters of variables were far stronger indicators of 
decision-making behavior than firm size and industry alone. Indeed, the variance observed in 
the patterns according to size and industry may be better explained by differences in the five 
clusters of firm characteristics. The different patterns or decision-making models will be 
presented and discussed in more depth in Section 6.3.1. 
 
The role of location in decision-making processes appeared to be even more complex. How 
location choices were informed and assessed by case firms was shown in the findings to be 
dependent on several different aspects of the decision context at different levels of analysis. A 
more in-depth discussion of the role of location in case decision-process is found in the 
section below that relates to Proposition 4. However, for the purpose of discussing 
Proposition 3, it is suffice to say patterns went firmly beyond firm size and industry.  
 
Thus, while firm size and firm industry proved to have strong contingency effects on case FDI 
location decisions, they by no means accounted for all of the variation in decision-making 
processes. Instead, it is clusters of contextual variables at different levels of analysis that 
moderate specific aspects of FDI location decision-making processes to form patterns. 
 
Therefore, the refined propositions are stated as: 
 
 
Content of the Location Decision Process: Proposition 4
 
 
 
 
Revised Proposition 
 
P7. MNEs employ one of five models of FDI location decision making, which are dependent 
on clusters of firm characteristics that moderate the level of decision-maker autonomy, 
hierarchical centralization, rule formalization, commitment to strategy, and politicization 
of the decision.  
Initial Proposition 
 
P4.  There are systematic differences across drivers of location dependent on MNE size 
and industry. 
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Discussion 
 
The results of the main study found only minimal support for Proposition 4 of the research. 
Drivers of location are defined in the Section 5.1.4 as anything that effect a change on the 
location focus and location content of a FDI location decision. These are most commonly 
factors that alter measures of location attractiveness and how the location content of the 
decision is decided upon, i.e., how the initial consideration set of locations for FDI is 
developed. When examining the drivers of location at case decisions, it became clear that it 
was not single contextual factors such as firm size or industry that influenced location, but the 
interactions between many different aspects of context. MNEs of the same industry and 
similar size were shown to display comparable patterns in drivers of location in a number of 
cases; however, this was more likely the consequence of a number of shared attributes. The 
elements of decision context that were found to have the greatest impact on location in case 
decisions are identified henceforth, followed by a summary of the implications for firm size 
and industry, and an outline of a more useful framework from which to examine the role of 
context in defining how location is driven and defined in FDI location decisions. 
 
Findings from the research distinguish between two factors that drive location choice. First, 
there are factors that determine the location content of the FDI decision. These factors shape 
the initial consideration set of potential host locations from the outset of the decision by 
limiting the number of possible locations for investment through a process of continual 
refinement, and shaping the measures from which to select the most attractive location choice. 
Such factors include determinants and constraints, and relate primarily to the investment task 
and firm environment. Three determinants of location and four constraints on location were 
identified from the data. Determinants identified in the data were: the initiating force for the 
FDI, the purpose of investment, and information and networks. Determinants of location set 
the criteria for the development of the initial consideration set for investment and measures 
for its assessment. Constraints identified in the data were: uncertainty, chance, the dynamics 
of the process, and decision-maker effects. Constraints influenced location by introducing 
additional considerations and subjectivity to the decision and, thereby, disrupting the logical 
connection between the determinants of location and the location content of the decision. In 
this way, constraints reduced the apparent ‘rationality’ of the decision, as defined by the 
rational school of thought (Hollis & Nell, 1975).  
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Second, there are the measures of location attractiveness. The data showed that the same 
twenty-three indicators of location attraction were referred to consistently across case 
contexts, and that the importance of these different aspects of location varied from one stage 
of the case decisions to the next. More interestingly, however, a strong pattern revealed that 
the importance of specific location considerations differed in the same way across all case 
decisions. During the first stage of the FDI location decision strategic aspects of locations are 
primarily considered; during the second, considerations relating to the system; operational 
concerns in the third; implementation in the fourth and added-value factors in final choice. 
Because the determinants of location highlighted above differed across case contexts, so did 
interpretations of what constituted specific indicators of attraction under each grouping, and 
how they were assessed. However, a collection of indictors of location attraction may be 
identified at each stage of the process as generally more important than others. 
 
By this reasoning any aspect of context that influences the determinants and constraints on 
location identified within the study will influence location in FDI decisions. Thus, findings 
show that firms of similar size and industry may share patterns in drivers of location through 
their impact on the determinants and constraints outlined above. With regards to firm size, 
how large or small a MNE is often relates to the depth and comprehensiveness of the 
information and networks that inform their decisions, how structured the decision is and, 
therefore, also its dynamics, its ability to absorb uncertainty, its openness to new options or 
interrupts introduced by chance, and the influence of decision-maker effects. Thus, any trends 
in the drivers of location at large or small size MNEs may be attributed to any one or all of 
these factors.  
 
The relationship between firm industry and drivers of location is more difficult to identify. 
This is due to the greater diversity present in types of industries, and well as variation within 
industries, and less clear links between industry and certain organizational processes. 
However, a number of patterns can be identified. The industry and key product or service 
market of a MNE is strongly linked to the initiating force and purpose of investment, 
therefore MNEs of similar industries and product/service ranges are likely to be driven by 
more similar location factors than those from different fields. Furthermore, a less pervasive 
influence that may be induced by industry-effects is that of decision-maker effects. Because 
the source of competitive advantage differs across industries and industry sectors, so do 
interpretations of location attractiveness. Within the financial services/creative industries 
population sampled in this study, this meant that because competitive advantage in creative 
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industries placed greater value on innovation, creativity and less tangible sources of value, 
decision-maker effects were stronger because manager discretion had to complement the use 
of quantitative values in measuring attractiveness.  
 
Although there may be systematic differences across drivers of location dependent on MNE 
size and industry, generalizations regarding the drivers of FDI location decisions, such as 
“profit drives FDI location choice” are weak at best. Instead, in pursuing more accurate 
explanations of FDI location choice it proves far more useful to examine decisions on a case-
by-case basis, investigating how the determinants of location, constraints on location and 
different location focus of each stage of the decision may be influenced by contextual 
variables at multiple levels of analysis. In the study, determinants of location and indicators of 
location attraction were examined within the framework of the five decision-making models 
observed at case decisions to see how their decision-making processes may influence location. 
The results show the broad role of location in each decision-making model (illustrated in 
greater detail in Section 6.3); yet, because of the variation in individual and external context 
in each model, no other generalizable conclusions can be drawn.  
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Therefore, the refined propositions are stated as: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 6.1 provides a summary of the revised propositions. 
 
 
 
 
Revised Propositions 
 
P8. The content of the FDI location decision and the measures used to assess location are 
determined by (a) initiating force for FDI, (b) purpose of the FDI, and (c) information 
and networks of the firm and its decision makers. 
 
P9.  The more (a) dynamic the decision process, (b) uncertain its environment and 
definition, (c) open to chance, and the more (d) openness to decision-maker effects in 
a FDI location decision, the less ‘rational’ the decision will appear to be.  
 
P10.  In the evaluation of location attractiveness, different aspects of content are going to be 
considered and evaluated at each stage of the decision process. 
 
More specifically… 
 
P10a. During the first stage of the FDI location decision, strategic factors drive 
measures of location attractiveness. 
 
P10b. During the second stage of the FDI location decision, system concerns drive 
measures of location attractiveness. 
 
P10c. During the third stage of the FDI location decision, operational factors drive 
measures of location attractiveness. 
 
P10d. During the fourth stage of the FDI location decision, implementation concerns 
drive measures of location attractiveness.  
 
P10e. During the fifth stage of the FDI location decision, added-value 
considerations drive measures of location attractiveness.  
 2
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6.3 A general contingency model of FDI location decisions 
The general contingency model of FDI location decisions is illustrated in Figure 6.2. The 
refined model views the FDI location decision as a dynamic, five-stage process of continual 
refinement where choices made at each stage of the decision shape subsequent stages and are 
deeply embedded in the context under which they are made. The process is carried out by a 
range of decision makers and decision-making groups who collect, assess and forward 
information through the five stages of the decision until final location choice. Each stage of 
the decision emphasizes the assessment of a different grouping of location variables. Each 
actor in the decision is both constrained by – and constrains – the influence of the firm and the 
external environment in which they operate. The information and location content of the 
decision is determined by the initiating force for the investment, the purpose of the 
investment, and the information and networks that support the investment. Because of the 
complexity inherent to the decision context, however, uncertainty, decision-maker effects, 
chance and the dynamics of the process often minimize the apparent rationality of the 
decision. Rationality is defined according to the definition provided by Milton Friedman 
(1953), which notes that rational choice is acting as if balancing costs against benefits to 
arrive at action that maximizes advantage. The general contingency model of FDI location 
decisions is illustrated in Figure 6.2. 
 
The influence of context on location choice is felt in two ways: (a) directly, by shaping the 
location content of the decision and how location attractiveness is measured, and (b) 
indirectly, by shaping the decision process and how the dynamics of the process influence the 
location content of the decision. These relationships cannot, however, be attributed to any 
specific contextual variable or group of contextual variables. The same contextual variable 
can either minimize or enhance the importance of locational attributes depending on how they 
interact with other aspects of context. Thus, it is more useful to examine the contingency 
effects of contextual variables in clusters that relate to a specific effect, rather than 
individually. In this way, the refined general contingency model depicted in Figure 6.2 
represents a generalizable framework that identifies and organizes the four key elements of 
the FDI location decision and how they interact and influence each other to result in final 
location choice. The model may be applied to any investment context in order to reveal a 
more detailed explanation of how the decision process will unfold, and how location will be 
determined. Five variations of the general contingency model of FDI location decisions that 
were identified in the research are detailed in the next section to further demonstrate this 
point. 
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6.3.1 Variations of the general contingency model 
FDI location decisions made under different contexts vary across multiple dimensions in 
complex ways. Accordingly, when determining relationships between contextual variables 
and variance across context, it is necessary to isolate the particular contingency effect that 
needs to be accounted for. In the case research, it was shown that certain patterns in 
decision processes were associated with particular clusters of contextual variables (see: 
Section 5.4). However, because location in the decision changes from one stage to the next 
and is dependent upon the seven different determinants of location outlined in Section 5.5, 
only general claims can be made about the relationship between locations at different 
contexts. Because the decision process has demonstrated clear links with specific variables, 
the role of the decision process in the FDI location decision proves far more amenable to 
conceptual structuring than the role of location.  
 
Clusters of firm characteristics that moderate the level of decision-maker autonomy, 
hierarchical centralization, rule formalization, commitment to strategy, and politicization 
of the decision are important contingencies that influence how the decision process 
unfolds, and the extent to which the decision is subject to environmental constraints. The 
data from the main study suggested five patterns of the general contingency model of FDI 
location decisions based upon different variations of these clusters of variables (see: Table 
5.3). While these variations do not account for all of the variance that may be observed 
between FDI location decisions in different contexts, applying their structure to a specific 
decision context will provide potential predictive value and much deeper insight than 
employing the general contingency model depicted in Figure 6.2. Each model represents a 
specific pattern in how the decision process, determinants of location and information and 
location choice sets interact to result in final location choice. By categorizing an investing 
firm into one of the five models and identifying key aspects of decision-maker, firm and 
environmental context accordingly, it is therefore possible to better understand this 
interaction and better predict possible outcomes of the decision. The following sections 
discuss the central features of the five variations of the general contingency model 
observed in the research. The central features of the five decision models are summarized 
in Table 6.1. 
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Table 6.1 – Summary of FDI Location Decision-Making Process Models 
 
Characteristics Systemic 
bureaucracy  
Strategic 
planning 
Political 
expediency 
Managerial 
autocratic 
Systematic 
collaboration 
Cases LFG1, LFG2, 
LFG3, LG4, 
LFG5, SCG5 
LCG1, SFG2, 
SFG3, SFG4 
LCG3, LCG5, 
SFG1, SFG5 
SCG1, SCG2, SCG3, 
SCG4 
LCG2, LCG4 
1. Decision-Making Rule 
 
Broad decision 
rule 
Procedural 
rationality 
Fulfillment of 
plans 
Vested interests Garbage Can Results 
FDI strategy 
 
Global trends 
interpreted by 
firm strategy 
Incorporated 
into overall firm 
strategy 
Defined by vested 
interests 
Defined by key 
decision maker(s) 
Global trends 
interpreted by 
decision maker(s) 
Orientation/ 
motivation 
Fulfilling 
organizational 
procedures 
Implementation 
is emphasized 
over decision 
making 
 
Decision-making 
process is 
manipulated to 
meet desired 
decisions 
Emergent style of 
decision making 
Innovation through 
collaboration-
focused process 
Type of analysis Primarily 
objective – cost-
benefit analysis is 
emphasized 
Financial and 
technical 
analysis and 
implementation 
planning are 
emphasized 
Bargaining and 
negotiation 
among members 
Analysis done on 
what the 
organization will 
accept as 
legitimate 
Judgmental or 
intuitive 
Primarily 
subjective cost-
benefit analysis is 
emphasized 
Exceptions to 
above decision 
rules 
Depending on 
commitment to 
strategy can be 
driven by 
‘fulfillment of 
plans’ 
None None Depending on 
decision-maker 
knowledge and ability 
can be driven by 
‘fulfillment of plans’ 
rule 
None 
2. Decision-Making Procedures 
 
Initial 
consideration set 
 
Proliferation of 
consideration sets 
generated in 
different parts of 
the organization, 
driven by 
company strategy 
and dictated by 
firm and external 
factors 
Restricted 
number of 
consideration 
sets (generally 
country 
specific) 
derived from 
company 
strategy and 
dictated by firm 
and external 
factors 
Consideration sets 
are devised and 
selected by vested 
interests 
Restricted number of 
consideration sets 
driven by key 
decision maker(s) 
Proliferation of 
consideration sets 
generated in 
different parts of 
the organization, 
then narrowed 
down with 
bargaining and 
negotiation 
 
   Stage 1-2 Procedures for 
disseminating and 
communicating 
consideration sets 
are well 
developed 
Task evaluation 
is almost non-
existent. The 
company 
strategy is 
presumed to 
have 
incorporated the 
task evaluation 
activities 
Multiple 
strategies are 
generated but only 
one championed 
by the vested 
interest group 
Apparent domination 
of one set from 
beginning 
Task evaluation is a 
collaborative 
process that 
involves actors 
from different parts 
of the organization 
Multiple strategies 
are generated 
   Stage 3-5 Solution 
development 
procedure is also 
predefined 
Solution 
development 
revolved around 
modification of 
plans to 
accommodate 
changed 
conditions 
Solution 
development is 
influenced by 
individuals or 
vested interests 
Limited amount of 
participation in 
solution development 
Key manager or 
managers develops 
the location strategy 
with aid from one of 
more assistants 
 
Solution 
development 
involves 
collaboration 
between different 
parts of the 
organization, 
negotiation, and 
guidance from key 
decision makers 
 
Source: An adaptation of Shrivastava and Grant (1985) based on case findings.
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The central features of the decision that varied according to the five models identified in 
the research were: 
 
(i) The decision process: in all cases the decision process occurred in a chronological 
pattern of stages. Each stage was connected to the following stage by a flow of 
information which was progressively refined, its content was the selection of a 
location decision. However, the process was also dynamic and operating in an 
open system subject to many sources of interferences. The context of the decision 
had a strong impact on the dynamics of the decision process. Dynamics of the 
decision process included a multitude of differences in process but interrupts, 
cycling and delays were shown to be most influential on decision outcomes. Key 
elements of the decision process are displayed through the following symbols in 
the five models depicted in Figures 6.2 - 6.7: 
 
Key Meaning 
   Beginning of stage 
  End of stage 
 Interrupt 
 Feedback or cycling 
from interrupt 
     
Possible delay 
 
 
(ii) Determinants of location: The location content of FDI decisions, or consideration 
set of locations for FDI, is determined by seven aspects of the FDI task. First, there 
are three determinants of location content: initiating force, purpose of investment, 
and information and networks. Second, there are four constraints on location 
content: uncertainty, chance, decision-maker ability, and the dynamics of the 
decision process. How these determinants and constraints work together to produce 
final location choice is outlined in greater detail in Section 5.5.1. Because these 
characteristics are the result of a synergy between decision-maker, firm and 
environmental context, patterns according to the five decision-making models are 
less specific than those observed in decision processes. However, there were five 
broad patterns in the determinants of location that were associated with the five 
decision-making models based on firm characteristics. In the five models depicted
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in Figures 6.2 - 6.7, the determinants and constraints on location are displayed in 
the following ways: 
 
Key Meaning 
Purple lowercase word Determinant of location.  
Inside the process The determinant only becomes 
important at the stage of the 
process where it is positioned. 
The determinant will influence 
location from that point forward. 
Outside the process The determinant influences 
location at all stages of the 
decision. 
 
(i) Information and location content: The consideration set of the FDI location 
decision, i.e., its information and location content, is narrowed down from a large 
pool to a smaller one until the final location choice is made. Employing the five 
decision models highlighted by case research shows how the decision process 
materializes under different firm conditions and how determinants of location also 
shift according to these patterns. With this information it is possible to identify 
which decision-making models, and therefore what decision contexts, are more 
likely to have more complex decision-making processes where the relationship 
between location and strategy appears to be more a function of chance or 
serendipity than rationality and logic. How the location choice set changes over the 
duration of the decision process, i.e., the trajectory of location content, is depicted 
in the decision models in three ways (see: Figures 6.2 - 6.7).  
 
First, there is the expected, linear trajectory of the location consideration set over 
the course of the decision that is shaped by the determinants of location outlined 
above. This trajectory shows how the location content of the decision, or location 
consideration set, would be narrowed down during the decision process to reach 
final location choice if there were no interruptions. Secondly, there is the actual 
trajectory of location content. This trajectory is much more complex and includes 
how the expected trajectory is disrupted by revisions, interrupts, delays and other 
dynamics of the process. This trajectory identifies possible interruptions to the 
linear trajectory of the process of gradual refinement of location choice, thereby 
demonstrating how final location choice might deviate from the outcomes expected 
at the beginning of the decision-making process. Third, there is the location focus 
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of each stage of the decision, i.e., the key indicators of location attractiveness that 
are used by decision makers to cull low potential host locations from the 
consideration set from one stage to the next. As identified in Section 5.5.3.2, the 
location focus of each stage of the decision changes in much the same way from 
stage to stage across case contexts. However, how this location focus translates 
into actual choices at stage of the decision is dependent on the broader 
determinants of location, such as the purpose of investment. For example, even 
though a financial services and an animation firm both focus on strategic location 
factors in the first stage of their FDI location decisions, they will consider different 
factors in their choices, because location factors of strategic importance to 
financial services firms differ from those of strategic importance to an animation 
firm because of their different product and service offerings.  
 
Although these three processes cannot be amalgamated in a way that accurately 
illustrates how location is developed through the FDI decision, a comparison of the 
three processes provides a strong indication of where final location choice comes 
from. Every line of the information content of the decision that deviates from the 
linear progression of location content can be seen as interrupting or altering the 
rationality of the process. In the five models depicted in Figures 6.2 - 6.7, 
information and location content are displayed in the following ways: 
 
Key Meaning 
 
 
 
Linear process of continual 
refinement of location content 
              
Location content of process 
 
 
Size of location consideration 
set 
PURPLE 
CAPITALIZED 
WORD 
Location focus of the stage of 
decision 
             
Information content of process 
Determinant 
positioned outside the 
process model 
The determinant influences 
location at all stages of the 
decision 
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Together, the variations of these features of the FDI location decision presented by the five 
decision-making models offer far greater insight into the FDI location decision than the 
general contingency model depicted in Figure 6.2. This bettered understanding and 
potential predictive value is explained in the model descriptions below.  
 
Systemic Bureaucracy Model  
 
The Systemic Bureaucracy Model (SBM) is a gradual, bureaucratic process where 
information and location content is transferred from one stage of the decision to the next in 
a linear and objective fashion; however, a rigid adherence to organizational procedures 
prevents flexibility in decision making and often results in delays and internal interrupts to 
the process. The process is carried out by several different groups of actors who are 
coordinated by a central decision-making group and follow predetermined procedures for 
collecting, assessing and forwarding information from one stage to another. The location 
choice set of the decision is determined by global market trends as interpreted by the 
predetermined company strategy for internationalization, organizational systems and rules 
and regulations. This choice set is supported and driven by a strong and wide knowledge 
base and group of networks. As a result of an initiating force that is not limited to a very 
specific location or business focus, the initial consideration set of locations for investment 
is typically quite broad. However, as a result of a very specific purpose of investment, the 
consideration set is significantly cut down in the second stage of the decision. Because of 
the strict organizational procedures in place for decision making, and careful processes of 
feedback and review, constraints on location such as decision-maker effects, chance and 
uncertainty are minimized in the model. The model is, however, constrained by the 
dynamics of process, as the continual processes of cycling for feedback, revision and 
authorization, threaten the linear progression of the decision. Because of the strength of 
organizational structures in place to limit uncertainty in decision-making processes, SBMs 
have the most predictable outcomes of the five models identified in case decisions. Given 
all the relevant information about the initiating force and purpose of investment of a firm 
following the SBM, it would be very possible to develop a consideration set of potential 
host location that matched that of case firms. The Systemic Bureaucracy Model of the FDI 
location decision is illustrated in Figure 6.3.  
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Strategic Planning Model 
 
The Strategic Planning Model (SPM) is a process where the implementation of plans and 
predetermined strategies dictates decision making, and location is selected according to 
attractiveness for implementation rather than an assessment of total attractiveness. 
Information and location content has a specific focus, based upon the predetermined and 
often niche market strategic focus of the organization. Decision content is transferred from 
one stage of the decision to another as quickly as possible and the process is flexible to 
incorporate any emerging considerations. However, the narrow location focus often results 
in new options and internal interrupts. These interrupts can cause delays as a result of 
recycling through the final two stages of the process. The process is carried out by several 
different groups of actors as prescribed by organizational procedures; however, decision 
making is centralized to a small group of decision makers. The location choice set of the 
decision is restricted to one country or region, and heavily influenced by the networks and 
knowledge of the firm. As a result of the narrow scope of the initiating force, the size of the 
initial consideration set of locations for investment is typically very small, and does not 
shrink substantially until final location choice. Because of the openness to new and 
emerging opportunities for FDI, constraints on location such as decision-maker effects, the 
dynamics of the process, chance and uncertainty are all present in the model. As was the 
case with SBM decisions, the strong adherence to organizational processes and strategies at 
SPM decisions, makes their outcomes more predictable than more ad hoc models, such as 
the PEM. Given all the relevant information about the initiating force and purpose of 
investment of a firm following the SPM, it is possible to develop a consideration set of 
potential host locations that matched that of case firms. However, selecting the final city 
location choice is made more difficult by the constraints on location. The Strategic 
Planning Model of the FDI location decision is illustrated in Figure 6.4. 
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Political Expediency Model 
 
The Political Expediency Model (PEM) is a political process where bargaining and 
negotiation are used to progress the decision from one stage to another. Strategies for FDI 
are generated at separate parts of the firm, by actors of varied functional expertise and 
international experience. Each group forms a coalition around a particular strategy that 
addresses the initiating force, typically a predetermined strategy, and refines this strategy 
until it is passed on to the central decision-making group for processing and final choice. In 
this way, the FDI location decision process resembles several smaller processes until the 
final two stages of the decision. The information and location content of PEM decisions is 
developed and refined through an objective process of cost-benefit analysis and 
comprehensive organizational procedures. However, to progress to the next stage of the 
decision, agreement is required between members of the group and bargaining and 
negotiation prevail. Internal delays may occur as a result of political processes at each stage 
of the decision. Revision of strategy in the final stage is required if authorization is not 
granted. The location choice set of the decision is determined by global market trends as 
interpreted by the predetermined company strategy, yet is also flexible towards emerging 
considerations for FDI. This choice set is primarily driven by the firm’s strong group of 
networks. At the level of the firm, the initiating force appears to generate a very large 
consideration set. However, the initial consideration set developed by each group within the 
decision is typically limited to one or two countries. The size of the consideration set is 
reduced gradually until the fourth stage of the decision, when it is reviewed by the central 
management group to reveal a drastically small set for final choice. Because of the strength 
or organizational procedures and the process of objective data analysis, the impact of 
uncertainty and chance on the model is relatively low. The model is, however, constrained 
by the dynamics of process, and the decision-maker effects that are exaggerated by 
organizational politics. Accordingly, even given all the relevant information about the 
initiating force and purpose of investment of a firm following the PEM, it would be very 
difficult to develop a consideration set of potential host locations that matched that of case 
firms. Thus, outcomes of firm decisions following the PEM are less predictable than those 
of the SPM and SBM. The Political Expediency Model of the FDI location decision is 
illustrated in Figure 6.5 
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Systematic Collaboration Model 
 
The Systematic Collaboration Model (SCM) is a collaborative process that, like the 
Political Expediency Model (PEM), involves many groups of decision makers from 
different parts of the organization. Unlike the PEM, however, SCM requires these different 
groups of decision makers to work together and share information, which in turn leads to a 
more gradual and consistent progression of information and location content from one stage 
to the next. The decision process is a balance between a flexible, open approach to changes 
in the environment of the decision, and supportive organizational structures and procedures 
that ensure the decision meets the requirement of the firm and the investment task. As a 
result, the only cycling that occurs in the SCM occurs in the final two stages of the 
decision, when new and external interrupts may introduce considerations that require the 
decision to be revised. Delays may also occur at these stages of the decision as different 
alternatives or emerging considerations are being reviewed. The location choice set of the 
SCM decision is determined by the intersection between the general, medium-term strategy 
for internationalization of the firm or firm culture and values, and favorable conditions 
either internal or external to the firm. The information content that supported and guided 
the decision process was developed from a wide range of sources and well researched. As a 
result of the wide scope of the initiating force, typically linked to an opportunity or need to 
develop the resource configuration of the firm, the initial consideration set of locations for 
investment is generally large, but focused. Because of the structure of the decision process, 
this consideration set is narrowed down systematically until final location choice. 
Accordingly, the SCM bears the most resemblance to the rational decision-making model 
(see: Section 2.5.1). However, the dynamics of the last two stages of the decision, the 
openness to opportunism and uncertainty, as well as the decision-maker effects introduced 
by the large number of actors in the decision, limit the objectivity of the SCM. Given all the 
relevant information about the initiating force and purpose of investment of a firm 
following the SCM, it would be very possible to develop a consideration set of potential 
host locations that matched that of case firms, however final location choice would be less 
easily deciphered. Thus, specific location choices of SCM cases are less easily predicted 
than SPM and SBM cases. The Systematic Collaboration Model of the FDI location 
decision is illustrated in Figure 6.6. 
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Managerial Autocratic Model 
 
The Managerial Autocratic Model (MAM) is an ad hoc approach to the FDI location 
decision, primarily based upon the preferences of a small number of key decision makers. 
The decision process follows no particular pattern, and location content is transferred from 
one stage to another according to the will of the key decision makers. Although each of the 
five stages must be passed through in order to reach final location choice, there are few 
organizational procedures in place to dictate what organizational activities are to take place 
at each stage. The process is highly dynamic and flexible and open to delays as well as 
external and new option interrupts. Actors involved in the process can be clearly 
categorized as those who are simply collecting information and those with decision-making 
authority. Because every aspect of the process is driven by a small group of decision 
makers, however, there are no interrupts or issues with authorization. Location content at 
MAM decisions is the direct result of how the key decision makers interpret the internal 
and external operating environment. This content is further biased by information content 
that is heavily reliant on personal networks and partial information. As a result of an 
initiating force that is not fully informed, the initial consideration set of locations for 
investment is typically quite broad. Yet, the size of the consideration set does not alter 
significantly under final location choice, because of the introduction and discarding of 
potential locations at each stage of the decision. The objectivity of the decision is greatly 
limited by the strong influence of decision-maker effects, the dynamics of the process, 
uncertainty and chance. In this way, it would be almost impossible to develop a 
consideration set of potential host locations that matched that of case firms when given 
relevant information about the initiating force and purpose of investment of a firm 
following the MAM, such is the case with other decision-making models. Instead, MAM 
outcomes may be more predictable based upon the knowledge and preferences of key 
decision makers, rather than firm and environmental characteristics. The Managerial 
Autocratic Model of the FDI location decision is illustrated in Figure 6.7. 
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The heterogeneous starting conditions and history of different firms, relations and networks 
means they do not all see the same opportunities or exploit them in the same way: business is 
a massively parallel system for processing opportunities that guarantees that many different 
types of opportunities are seen and acted on, but all are not necessarily the best ones.  
 
6.4 Implications for existing theories and models 
 
The refined general contingency model and the five context-specific models presented in this 
chapter reconceptualize the FDI location decision as the result of a decision-making process 
that involves interactions between different variables and actors at multiple levels of analysis 
over time. Furthermore, the models identify generalizable patterns in the variance of these 
processes that can be attributed to clusters of contextual variables. They offer a perspective on 
MNEs that emphasizes the complexity of the context and decision-making processes that lead 
to FDI location choice and propose a framework for analysis that furthers our understanding 
of how managers may react to this complex environment. Although the research is highly 
specific to the small number of decision-making contexts examined in the research, it 
provides a unique and in-depth perspective on the characteristics of managerial decision-
making in MNEs, as called for in recent international business research (see: Buckley et al., 
2007). 
 
Despite the depth of work in the literature that explores the many different outcomes of FDI 
location decisions, the processes and differences in decision context which lead to this 
variance have received relatively scant attention in the literature (Mudambi & Navarra, 2003; 
Buckley et al., 2007). Findings from work based in both founding traditions of MNE theory, 
as well as more recent developments in international business research acknowledge that FDI 
is not a point-of-time decision, but a gradual process that yields important changes over its 
duration (see: Aharoni, 1966; Buckley et al., 2007; Mudambi, 1995; Mudambi & Navara, 
2003). However, no major work has attempted to examine the details of this process in any 
depth. By adopting a behavioral process approach that places the manager at the center of the 
FDI location decision, this research brings the importance of context, temporal and strategic 
decision-making considerations into theory of the MNE. The research, therefore, helps to fill 
gaps and inconsistencies in the MNE and internationalization literature that will also 
strengthen its relevance in the ever changing international business environment, as called for 
in Chapter 1. Each of the mainstream theories referred to in Chapter 2 will be discussed in 
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connection with the refined model below. Discussion is structured according to the four key 
components of the FDI location decision identified in the research: (i) the decision process, 
(ii) the decision context, (iii) contingency effects, and (iv) location. 
 
6.4.1 Implications for Traditional Theories of MNE Behavior 
 
Two broad theoretical traditions have dominated research and discussion about MNEs. First, 
the internalization or eclectic approach adopts a trade theoretic perspective that views MNE 
behavior as the result of quasi-rational decision making with the aim of profitability and rent 
extraction (see: Dunning, 1998, 2001; Buckley et al., 2007). Second, the process or Uppsala 
approach has emphasized MNE behavior at the micro level, focusing on issues of how firms 
learn as they internationalize (Johanson & Vahlne, 1977, 2009). The findings of this research 
highlight the shortcomings of these two theoretical traditions, and provide a framework from 
which to draw important conclusions from both traditions to build a more insightful analysis 
of the FDI location decision.  
 
The Eclectic and Internalization Traditions 
 
The eclectic and internalization traditions see FDI as the pursuit of factor, market, technology 
or efficiency related opportunities in foreign markets (Dunning, 1998, 2001). FDI location 
decision processes, therefore, involve the systematic and ‘rational’ analysis of potential 
markets in light of their relative abundance and quality of resources, as well as factors relating 
to agglomeration economics, the location choices of other firms and firm specific 
characteristics (Brulhart, 1998). This process is inherently static and related to detached 
events. The source of value creation in investing in a location is found in the resources and 
endowments of individual locations, and there is homogeneity in the FDI location decision 
processes of firms within an industry, with only recent work providing indicators of 
heterogeneity among firms of different characteristics, such as size (Porter, 1990, 2000). In 
this paradigm, context is largely considered a peripheral issue, unless relating to 
characteristics of the firm. Patterns in decision processes are observed within industries and, 
more recently, across firms of similar size and technological readiness (Mudambi, 1995). 
 
The five stages of decision-making that are at the center of the general contingency model 
proposed in this research are consistent with the process of opportunity recognition, 
evaluation and exploitation that is assumed in eclectic models. However, this research shows 
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the process to be anything but static, as is implied by eclectic models. Instead, the process is 
dynamic, often stretching over long periods of time and involving cycling through the stages 
and evolving considerations over the course of the decision. Furthermore, although the overall 
decision rule that drives decision-making procedures is a subjective expected utility rule, 
which is inherently rational, the actual processes that occur at each stage of the decision and 
how final location choice is reached can seem irrational when compared with the purely 
objective analysis of the ‘economic rational’ person assumed in most eclectic theories 
(Dunning, 2001; Porter, 1990). Because decisions are coproduced between different decision-
making groups, as well as their networks, processes of evaluation involve negotiations 
between the evolving goals and constraints of different parties. It is often difficult to 
determine the expected trajectory from the initiating force of the FDI to final location choice 
if considering objective analysis only. It is not, however, that such processes are irrational, as 
deemed by eclectic theories, but instead they follow a logic that is driven by the realities of 
human factors such as personal motivations and organizational politics. 
 
Research from the eclectic and internalization paradigms may benefit from dividing the 
activities of MNEs into the five stages outlined in the refined contingency model, and viewing 
the decision as a continual process of revisions and interrupts. By framing the decision 
process in this way, greater light may be shed on specific determinants of FDI location and 
how perceptions of a location’s value shift throughout the duration of the decision. Eclectic 
and internalization models in their current form are best in predicting the behavior of firms 
following a more ‘rational’ economic decision-making approach with structures in place for 
strategic planning, such as those that characterize the Systematic Bureaucracy Model.  
 
Additionally, contextual factors at multiple levels of analysis help to facilitate and constrain 
the rationality of the decision process. The research supports and extends the eclectic 
assumption that firm context has the greatest impact on decision processes. Patterns in the 
variance of decision processes are shown to be best explained by clusters of firm 
characteristics that relate to particular aspects of the process. The use of clusters, therefore, 
resolves a number of inconsistencies in extant eclectic research that have found contradictory 
findings in the impact of individual firm characteristics on decision processes. This is done by 
showing that it is not the differences in individual firm characteristics themselves that are 
responsible for variance across processes, but instead how the characteristics interact with 
other aspects of context to shape firm behavior. In this research, for example, contingency 
effects relating to emerging country MNEs, such as Chinese MNEs, can primarily be 
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attributed to the rigid adherence of such firms to a predetermined strategy. As demonstrated 
by case LFG4, an American MNE, a developed country MNE that has the same focus and 
other similar firm characteristics will demonstrate the same behavior, in spite of their parent 
country nationality. Similarly, the FDI location behavior of a Chinese MNE that is more 
flexible and open to emerging opportunities and market shifts will bear greater resemblance to 
an entrepreneurial developed country MNE than other Chinese MNEs. 
 
The Process and Uppsala Traditions 
 
The Process or Uppsala tradition sees FDI as a process of experiential learning and increasing 
incremental commitments to international markets (Johanson & Vahlne, 1977). FDI location 
decision processes therefore involve analysis of the movements of home country competitors, 
the stage of the firm’s development and knowledge, and assessments of psychic distance, size 
and value of a location (Hymer, 1960). The Process tradition assumes a linear process of 
decision-making based upon minimizing uncertainty. The process is inherently dynamic due 
to the focus on knowledge acquisition and learning. The source of value creation in investing 
in a location is found by obtaining market-specific knowledge and the resources and 
endowments of individual locations. There is homogeneity in the FDI location decision 
processes of firms with similar degrees of internationalization, and heterogeneity among firms 
with different degrees of internationalization. The knowledge and experience of a firm are the 
principal aspects of context considered in this paradigm. Patterns in decision processes are 
consequently observed according to these two firm traits. 
 
The focus on knowledge and networks as key determinants of location and decision processes 
in the refined contingency model provide strong support for the underlying premise of the 
Uppsala model. Information and networks were employed as key mechanisms for reducing 
uncertainty and mitigating risk at all case firms and the locations that were considered for 
investment were highly contingent upon the knowledge of the investing firm. This is, 
however, where similarities between the Uppsala model and the refined contingency model 
end. The Uppsala model does not appropriately explain how the decision to undertake a FDI 
is instigated and what factors constitute the initiating force. Thus, if the Uppsala model took 
into account the many different initiating forces for FDI then it would better explain processes 
of internationalization that deviate from the gradually increasing commitments model. Indeed, 
the refined contingency model shows that FDI location decisions rarely follow a linear 
process, and are instead marked by punctuated evolution as new unexpected considerations 
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come into focus. Knowledge, experience and networks are used to navigate these 
uncertainties; however, they are often used to leverage contingencies and support 
opportunistic behavior that provides a ‘good enough’ solution to the particular location 
strategy. What is defined as optimal in decision-making analysis differs from one stage of the 
decision to the next.  
 
While the Uppsala model provides valuable insight into the long-term internationalization 
patterns of MNEs, it would be greatly strengthened by more in-depth consideration of shorter-
term organizational processes of decision making. First, assessing the history of the firm 
according to the five clusters of firm characteristics highlighted in the research: commitment 
to strategy, rule formalization, decision-maker autonomy, hierarchical decentralization and 
politicization, may be a stronger predictor of short-term firm decision-making behavior, and 
also deviations from the evolution predicted by Uppsala. This study provides strong support 
for the founding principle of Uppsala theory that ‘history matters’ in international business. 
However, this study takes the approach of more recent work on the role of firm history in 
MNE behavior that has shown that history matters in a more dynamic way than originally 
proposed by Uppsala theory (see: Chandra et al., 2012; Jones & Coviello, 2002; Jones & 
Khanna, 2006; Zahra, 2005). Second, by separating out organizational procedures within the 
decision into the five stages proposed in the revised contingency model, and analyzing how 
these five stages are completed may give greater insight to where any deviations from the 
linear process of decision making come from. Finally, and perhaps most importantly, a key 
limitation in the Uppsala model in the context of this research is the inability to incorporate 
differences in decision context into analysis of the FDI location decision. With greater 
consideration of the initiating force for investment, the purpose for investment, the emphasis 
on information and networks highlighted by the Uppsala model may give a better indication 
of how final location choice is reached. Additionally, an acknowledgement of the constraints 
on a linear decision process, including chance, decision-maker effects and the dynamics of the 
process, as well as uncertainty, has the potential to add significant depth to the theory.  
 
6.4.2 Implications for Recent Developments in Theory of MNE Behavior 
 
Although debate in MNE theory has largely been dominated by the eclectic/internalization 
and process traditions highlighted above, a number of separate streams of research from 
broader management theory have also been applied to explore the behavior of MNEs. Three 
key theories or approaches that have produced noteworthy insights include: (i) Portfolio 
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theory; (ii) Network theory; (iii) Behavioral theory and (iv) the theory of the born-global firm. 
Each theory both complements, and is complemented by, findings associated with the refined 
contingency model of the FDI location decision proposed in this research. 
 
Portfolio theory views the FDI location decision as the pursuit of a location that best 
contributes to the portfolio of the firm (Arthur, 1994). Location attractiveness is defined 
according to the location’s fit with the firm’s existing portfolio of operations and, therefore, 
closely connected to characteristics of the firm’s portfolio (Jorion, 1985). The decision is 
made at the level of the firm, and there is heterogeneity of firms with different paths of 
historical evolution and different portfolios. Because firm attributes change over time, the FDI 
location decision is dynamic to accommodate these changes, but is also path dependent and 
cumulative. This research provides further support for the key concept put forth by Portfolio 
research of location attractiveness as a subjective measure of fit between the resources of the 
firm and the attributes of the location (Nachum & Song, 2011). Furthermore, the idea of a 
dynamic decision-making process where goals and constraints on the process are constantly 
evolving is also strongly supported by the research in this thesis. Where the refined 
contingency model can add value to Portfolio theory is through expanding the definition of a 
firm’s portfolio beyond its various sub-units to include decision-making actors; knowledge, 
experience and networks; and organizational structures, processes and strategies. With this 
broader definition comes a more in-depth consideration of decision context and, therefore, a 
more accurate measure of location attractiveness and subjective expected utility. 
 
Network theory views the boundaries of the MNE as extending beyond the single firm to 
include the resources, knowledge and know-how of connected others within its broader 
network (Connor, 1991; Gulati et al., 2000). When applied to the FDI location decision 
process this interpretation emphasizes the importance of prior knowledge, and the prior 
knowledge of the extended network of the MNE, in particular (Mahoney & Pandian, 1992; 
Chetty & Blankenburg Holm, 2000). Prior knowledge and network resources are important in 
shaping the initiating force for the FDI, for informing decision processes, and for reducing 
uncertainty in the decision (Chandra et al., 2012; Wilkinson, 2008). Accordingly, prior 
knowledge and network resources are key determinants to how decision processes and content 
differ across firm contexts (Normann & Ramirez, 1993). The concept of the MNE as an 
extended network and not just an isolated firm is central to the refined contingency model. 
The refined contingency model offers further support for the assertion that information and 
networks are an important determinant of location and decision processes. Additionally, the 
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refined contingency model extends the network approach to show how the location content of 
the decision is contingent upon the information and networks of a firm. The refined 
contingency model, however, goes further than the network approach to also show that other 
elements of decision context at multiple levels of analysis can moderate the influence of 
information and networks on FDI location choice. 
 
Behavioral economic theorists base their research on the assumption that MNE behavior is 
human behavior, and thus cannot be explained by logical positivist models (Piscitello, 2011). 
Behavioral theorists challenge the assumption that location resources are generic and have the 
same value for all MNEs. Instead, behavioral research suggests that locations have different 
meanings under different contexts and, thus, focus on the ability of firms to create advantage 
from locations through a synergy of resources. In line with this approach there is a focus on 
networks and interrelationships (see; Mariotti, Piscitello & Ella, 2010), the actions of MNEs 
(Cantwell, 1989), and the actions of managers within MNEs (Buckley et al. 2007). The 
refined contingency model provides clear support for all the underlying assumptions of 
behavioral theories of the MNE. The model, however, extends behavioral theories of the 
MNE by providing greater insight into (i) how the actions of MNEs and managers within 
MNEs influence behavior, i.e., the decision process; and (ii) how decision context influences 
MNE perceptions of locations and the decision process.  
 
The term born-global firms, or international new ventures, has been used to classify firms 
with a rapid pace of internationalization (Knight, 1997; Shrader, Oviatt & McDougall, 2000, 
Zhou et al., 2007). While the exact definition of what constitutes a born-global firm varies 
from study to study, it is generally accepted that born global implies ownership of globally 
distributed functions at the inception of the firm, or within the first three years of operation. 
The FDI location decision process, therefore, either occurs at the point of the firm’s inception, 
or shortly afterwards. The refined contingency model supports the concept of a born-global 
firm by demonstrating how a new firm can substitute for the accumulated experience that the 
Uppsala model highlights as necessary for internationalization, with the prior international 
experience of managers. In this way the model supports recent research that highlights the 
importance of considering manager and firm history in the study of MNE behavior (see: 
Chandra et al., 2012; Jones & Coviello, 2002; Jones & Khanna, 2006). The view that 
information and networks are an important means of mitigating risk within the FDI location 
decision and determinant of FDI location choice supports the notion that firms can truly be 
born global. How the refined contingency model adds to the current theory of born-global 
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firms is by illustrating how other elements of decision context, such as the clusters of firm 
characteristics that influence which decision model a firm adopts, can constrain or facilitate 
best use of the knowledge and experience of managers to encourage or discourage rapid 
internationalization.  
 
6.4.3 Implications for Place Marketing Theory 
 
Place marketing comprises of place promotion, place marketing and place branding, and is 
based on the assumption that places should be recognized as a brand, being identifiable in a 
way that the buyer or user perceives unique added-value which matched their need most 
closely (Martin, 2007). Place marketing research focuses on the process of image 
communication to a target market, believing that places compete with other places for people, 
resource and business, based on their actual and perceived image (O’Shaugnessy & 
O’Shaughnessy, 2000). Although place marketing theory acknowledges the complexity 
involved in place marketing as a result of the diversity of stakeholders, it is implicit in much 
place marketing literature that the value of a location as a destination for establishing business 
is constant across location decision contexts. Some place marketing research recognizes the 
difficulties involved in branding a location so that it appeals to many markets, however there 
is little exploration of how location attractiveness differs across contexts (Hankinson, 2005). 
Furthermore, there has been little rigorous academic work attempting to develop measures of 
location attractiveness at all (Anholt, 2011).  
 
The implications of the refined contingency model of the FDI location decision model 
proposed in this research are significant. If measures of location attractiveness were 
considered in light of their fit with the investing firm, as well as at what stage of the decision 
process they were being assessed, then greater insight would be gained into the future location 
choices of firms and better targeted location marketing strategies could be developed. 
Additionally, if the twenty-three measures of location attractiveness were analyzed under 
different decision contexts, it might be possible to establish weightings of how location 
attractiveness differs across contexts. The success of current practitioner-oriented indexes of 
location attractiveness that use weightings to illustrate the relative importance of different 
location attributes in shaping total location attractiveness, demonstrates the potential value of 
such a system (see: MasterCard, 2011; Futurebrand, 2011; Anholt, 2011). Thus, the concepts 
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of universal drivers of location and indicators of location attractiveness should be revised in 
light of contextual differences to strengthen the validity of the location marketing literature.  
 
The refined model and findings of the study do, however, provide strong support for the 
underlying premise of place marketing theory. International reputation and exposure was the 
one indicator of location attractiveness that was consistently emphasized across all five stages 
of the FDI location decision process and, accordingly, a place’s image is critical to its success 
as a destination. The findings of the study contribute to place marketing theory by clarifying 
that it is the visibility and exposure of a place’s image which should be the first priority of 
place marketing, and then the positioning of the place brand as the second. Additionally, the 
study shows strong support for government involvement in attracting FDI, a hotly debated 
topic in place marketing and institutional theory research (Wheeler & Mody, 1992; 
Woodward & Rolfe, 1993; Mudambi, 1999). If place marketing, incentives and timely 
government response are targeted towards businesses at the appropriate stage of their FDI 
location decision, then this research shows they can be invaluable in establishing a 
competitive advantage over other places.  
 
6.5 Summary 
 
This chapter puts forth a refined model of the FDI location decision that captures the decision 
as a dynamic process which temporal and contextual embeddedness makes it partly amenable 
to conceptual structuring, and partly not. By identifying the four key components of the FDI 
location decision – (i) the decision process, (ii) the decision context, (iii) contingency effects 
and (iv) location – and the interrelationships between these components, the model develops a 
general framework for understanding how FDI location decisions occur and may differ 
according to context. The FDI location decision is a dynamic, five-stage process of continual 
refinement where choices made at each stage of the decision shape subsequent stages and are 
entrenched in the context under which they are made. Decision processes are primarily 
contingent upon clusters of firm characteristics, and decision content is contingent upon the 
interactions of firm, external environmental and decision-maker characteristics over time. Due 
to the complexity and importance of synergy between contextual and temporal influences on 
choices at each stage of the decision that shape location content, only general conclusions 
may be drawn regarding drivers of location choice that are applicable to all contexts. 
However, applying the refined contingency model to specific decision contexts, as 
 303 
demonstrated with the five decision models in Sections 6.3, will enable a depth of insight into 
the drivers and determinants of location choice that has not previously been achieved in 
research, and that is of substantial value to academics, managers and public policy makers.  
 
This study demonstrates how a behavioral approach to MNE activity can engage a strategic 
decision-making approach to bridge the gap between different theories of MNE behavior. 
Findings reveal that each theory of the MNE contributes to understanding of FDI location 
decisions; yet, because of level of analysis concerns, they tend to focus on only specific parts 
of the decision, or influences. The refined model addresses many deficiencies in prior 
research that tend to ignore the roles of temporal and contextual factors which can account for 
different patterns in MNE behavior, as well as MNE behavior that is seemingly irrational or 
illogical. It shows how past, present and future aspects of context interact with decision 
processes and location decision content to shape final location choice. The basis of location 
choice is not a simple function of the characteristics of one firm but of the larger context in 
which it operates and the characteristics of the connected decision makers, firms and 
environments and the patterns of interaction between these elements of context over time. 
While the manager is at the center of this process, in reality they are as constrained by their 
firm and external environment, as the firm is by the actors responsible for carrying out firm 
strategy and the opportunities provides by the external environment.  
 
By using a behavioral and system lens, the model offers a comprehensive framework for 
answering the primary research question of this thesis, i.e., how are FDI location choices 
made and how is final location choice shaped by decision context? By drawing on systematic, 
process analysis of in-depth case studies of FDI location decisions and existing theories of 
international business and strategic decision making, the thesis aids in resolving some of the 
inconsistencies among the predictions of theories of MNE behavior and enriches our 
understanding of the complexity of influences and mechanisms involved in FDI location 
choice.  
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Chapter 7 - Conclusion 
 
7.1 Overview 
 
The purpose of this final chapter is to summarize the key findings and implications of the 
research that was the subject of this thesis. This chapter includes the following sections: a 
review of the research objective; conclusions of the study; theoretical contributions of the 
study; methodological contributions of the study; managerial and policy implications; 
limitations; and finally, future research directions. 
7.2 Research objective 
 
The key objective of this study was to develop a dynamic, process-based model of FDI 
location choice that incorporates the role of contextual variables at different levels of analysis. 
By employing the contingency model from strategic decision-making research, the study 
reconceptualized FDI location choice as a dynamic process undertaken by managers within 
firms, contingent on the context under which it is made. The conceptualization served as an 
organizing framework for identifying the key components of the decision, and the scope 
conditions for different causal mechanisms within the decision. 
 
To achieve this objective, the research was carried out in two phases – exploratory and main 
case study research. Four basic propositions and an initial conceptual model were developed 
and refined into ten propositions and a general contingency model with five context-based 
variations. The following section provides the conclusions of the study. 
 
7.3 Summary of key findings 
 
The study promotes the contingency framework of decision making as a useful lens for 
investigating the process and dynamics of FDI location choice. The contingency framework 
enables the researcher to study the way that managers within firms make decisions under 
changing contexts. The framework therefore addresses the dynamic, context and process gaps 
that are found in existing understanding of MNE behavior and resolves the inconsistencies 
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between the predictions of extant theories. Key findings from this study can be organized into 
four elements: (1) the FDI location decision process, (2) the FDI location decision context, (3) 
contingency effects in the FDI location decision process, and (4) the role of location. 
 
The FDI Location Decision Process 
 
The FDI location decision is a contextually bound and dynamic process where decision-
making actors attempt to calculate expected utility and policy gains as well as follow rules of 
appropriate behavior derived from organizational procedures and individual knowledge and 
experience (Aus, 2005). The decision process occurs in a set chronological pattern of five 
overlapping stages with the goal of maximizing subjective expected utility in this context. 
Each stage is connected to the following stage by a flow of information that is progressively 
refined, the content of which is the selection of a location decision. Although there are defined 
stages, feedbacks can occur between stages. Increases in the level of uncertainty in the 
decision will increase the likelihood that stages in the process will be delayed, stopped and 
restarted, extended, sped up, recycled back to at a later time, or subjected to feedback. These 
dynamics will disrupt the stages approach to location choice, and, therefore, disrupt the 
logical progression of the decision. Because all firms are subject to uncertainty in decision 
making, this means that all firms are also at risk of making sub-optimal decisions as a result 
of disruptions in their decision processes. This is a surprising conclusion given that it shows 
that decision-making processes at large, more established firms are as vulnerable to 
inconsistencies in decision-making processes as small, less structured firms, under conditions 
of uncertainty.  
  
The FDI Location Decision Context 
 
Variables related to the firm were found to be more important than other aspects of context on 
the decision-making process. While the decision-making process and its content differ from 
case to case according to external environmental context, internal environmental context and 
specific decision-making group context, the internal environmental context has the furthest 
reaching influence on both processes and content. For example, while the environmental 
uncertainty fostered by the Global Financial Crisis (GFC) at many case decisions had a strong 
influence on FDI decision-making processes, this influence was heavily moderated by the 
characteristics of the firm. Case firms approached the GFC as either a threat or an 
opportunity, dependent on the strategy and structure of the firm. Furthermore, while many 
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cases had strongly connected and knowledgeable decision makers, only firms that were 
structured in a way that allowed for decision-maker autonomy were significantly affected by 
these factors.  
 
More specifically, differences in the FDI location decision context that are internal to the firm 
lead to differences in the initiating force, determinants of location, dynamics and structure of 
the FDI location decision process. Differences in the FDI location decision context that are 
external to the firm or specific to the decision-making group, on the other hand, do not have 
any significant impact on the structure of the decision process. Differences that are external to 
the firm influence the initiating force, determinants of location and dynamics of FDI location 
decision processes. Differences that are specific to the decision-making group influence the 
determinants of location and dynamics of FDI location decision processes. Decision-maker 
characteristics can moderate the influence of firm and environmental variables on the FDI 
location decision; however this is dependent on the structure of the firm. Firm characteristics 
moderate the influence of decision makers and environmental variables on the FDI location 
decision. Hence, the relationship between different logics of action adopted during the FDI 
location decision will vary most according to the firm context. This finding is of particular 
importance as it contrasts the popular belief in international business theory and in practice, 
that the features of a location, such as its cost competitiveness, are the primary drivers of 
location decisions. Additionally, it shows the potential resilience of firms in the face of 
instability in the external operating environment. If firms are able to manipulate poor 
operating conditions to their advantage, then this might provide a more encouraging 
perspective on times of global economic downturn, such as the current era of the Global 
Financial Crisis. 
 
Contingency Effects in the FDI Location Decision Process 
 
Because of the multitude of contextual factors at different levels of analysis that interact to 
influence the decision, causality in FDI location decisions must be conceived in a way that 
recognizes this complexity. Multiple conjunctural causation is observed in the FDI location 
decision, as different constellations of factors may lead to the same result (Rihoux & Ragin, 
2008). Concepts of necessity and sufficiency are, therefore, important in identifying 
contingency effects in the FDI location decision process. That is, a given path towards an 
outcome usually consists of a combination of conditions that is sufficient. But this path is not 
always necessary, as some other alternative paths, with at least partly different conditions, 
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could produce the same outcome. In this way, MNEs employ one of five models of FDI 
location decision-making that are contingent on clusters of firm characteristics that moderate 
five variables: the level of decision-maker autonomy, hierarchical centralization, rule 
formalization, commitment to strategy, and politicization of the decision. Within each of these 
clusters there may be any combination of contextual variables: so long as they influence the 
key variable. For example, the degree of rule formalization may be impacted by any number 
of variables, such as the parent country culture of the firm, the number and type of standard 
operating procedures at the firm or the history of the firm. All of these factors influence rule 
formalization, but not all are required for a high degree of rule formalization in a firm. 
Accordingly, firms with a high level of rule formalization may exhibit different firm 
characteristics, but it is this high level of rule formalization, along with the other four key 
variables, that are most important in influencing decision-making processes. These factors 
will lead a firm to follow one of five models of FDI location decision making. This 
conclusion is important as it has potential implications for research on the impact of specific 
firm characteristics on FDI location choice. If the influence of some factors that have been 
highlighted as significant in past literature have been shown in this research to be better 
explained by their influence as part of a cluster on the five key variables identified above, then 
what is not to say that other factors can also be better analyzed in this way? Without viewing 
firms in this way, it is unlikely that one would uncover the many similarities between the 
decision-making process of a large Chinese media conglomerate (e.g., LCG1) and a small 
western financial services firm (LCG1), as shown in this research.  
 
The Role of Location 
 
The content of the FDI location decision and the measures used to assess location are 
determined by (a) the initiating force for FDI, (b) the purpose of the FDI, and (c) information 
and networks of the firm and its decision makers. The more (a) dynamic the decision process, 
(b) uncertain its environment and definition, (c) open to chance, and the more (d) influence 
individual decision makers have on the FDI location decision; the less rational the decision 
will appear. In the same way that firms adopt different decision-making models contingent 
upon clusters of contextual variables that relate to key decision traits, final location choice is 
contingent upon clusters of contextual variables at multiple levels of analysis. These influence 
the three determinants and four constraints on location identified above.  
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There are twenty-three general measures of location attractiveness for MNEs that can be 
grouped into the following categories: ease of doing business, competitiveness, knowledge 
creation and information flow, and livability. How important each of these measures of 
location attractiveness is in a FDI location decision will depend on clusters of contextual 
variables that relate to the determinants and constraints on location. Additionally, in the 
evaluation of location attractiveness, decision makers consider and evaluate different aspects 
of a location at each of the five stages of the decision process. These conclusions concur with 
anecdotal evidence of managers’ views on determinants of location that identify key 
indicators of location attractiveness, but also highlight the importance of the purpose of 
investment in decision making. However, the findings of this research go beyond existing 
examinations of location attractiveness to identify how the consideration set of potential host 
locations for investment is developed, evaluated and refined to produce final location choice. 
In this way, these findings are of far greater practical use to managers and public policy 
makers. For example, the research shows that no matter how attractive a location may be for 
FDI, unless a firm has knowledge of it and its attractive qualities, it will never be considered 
for investment.  
7.4 Contributions to MNE research 
 
As a ‘small-N’ research design, findings presented within this thesis do not lend themselves to 
quantitative statistical analysis, but instead provide a strong contribution to empirically 
grounded middle range theory. Middle range theories are “intermediate to the minor working 
hypotheses evolved in abundance during the day-to-day routine of research, and the all-
inclusive speculations comprising a master conceptual scheme” (Merton, 1968). In other 
words, middle range theories aim to integrate theory and empirical research to make rigorous 
contributions that identify the scope conditions, or necessary contextual conditions, for certain 
behaviors. The contribution of the research is the development of a replicable contingency 
model of the FDI location decision that introduces the importance of process, context and 
decision-making actors into the theory of FDI location choice to enrich our understanding of 
the decision-making behavior of managers within MNEs, in different environments. By 
introducing these three components, findings also fill gaps in mainstream theories of MNE 
behavior and integrate and resolve discrepancies between the predictions of these theories. 
Each of these points is now discussed in greater detail. 
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First, this study enriches our understanding of the FDI location decision process by 
identifying the key components of the process and how they interact. Because of its temporal 
and contextual embeddedness, the process is only partly amenable to conceptual structuring. 
By identifying the general structure of the process and its key components, including what 
elements are contingent upon context and how, and what elements are not, the research 
identifies a framework for the analysis of the highly complex and uncertain behavioral 
phenomenon of the FDI location decision. This contribution goes beyond the extant literature 
by explaining how all the composite elements of the decision fit together to produce final 
location choice. In contrast, previous research has addressed the complexity of the 
phenomenon by focusing on specific aspects of the decision in isolation. This includes the 
focus on the internationalization process in Uppsala research (Johanson & Vahlne, 1977), and 
more general determinants of location in eclectic approaches (Dunning, 2001). 
 
The general structure of the process includes the dynamic five stages of decision-making 
procedures and subjective expected utility rules that are followed to reach the final location 
choice. Contextual variations in the process are identified first by highlighting key elements 
of external environmental, internal firm, and individual decision-maker context that shape 
decision processes and content; and second, by outlining what these relationships are. In the 
case of the FDI location decision, particularly strong contingency effects are observed 
between clusters of firm characteristics and the decision process. The elements of location 
content emphasized at each stage of the decision are found to vary from stage to stage in the 
same way across decision contexts; however, how this content is informed and measured is 
found to differ according to various contextual factors that relate to uncertainty. Thus, the 
decision context, process and content are all linked. It is revealed that although only general 
statements can be made about determinants and patterns in FDI location choice, the general 
model may be applied under different contexts to provide a richer understanding of decision 
outcomes.  
 
Second, this study addresses gaps in existing theories of MNE behavior. As mentioned in the 
previous section, there is a tendency for prior research to explore only one element of the total 
picture of MNE behavior, as a result of concerns about level of analysis. Although this has 
provided a depth of insight into the specific area of interest, it has also left a number of gaps 
in understanding. These gaps primarily surround decision-making processes and the source of 
differences in MNE behavior. Mainstream MNE research for the most part ignores the role of 
temporal and contextual factors that account for different patterns in location behavior. This 
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research fills these gaps by introducing three key components of MNE behavior that have 
largely been disregarded by past research: (i) decision-making actors, i.e., the role of the 
manager; (ii) temporal and dynamic considerations, i.e., the role of the process; and, (iii) 
context, i.e., the role of context in shaping behavior.  
 
By bringing the manager into the center of the FDI location decision, the research is able to 
examine influences on the decision and decision processes at multiple levels of analysis. By 
bringing process into the analysis of the decision, the research is able to uncover how 
considerations change over the course of a decision and how the decision process itself 
influences outcomes. Finally, by introducing context as an essential component of the 
decision, the research provides a framework for understanding the many overlapping sources 
of variance in MNE location behavior. Thus, as an overall contribution to middle range 
theory, findings from the research provide a framework for analyzing the scope conditions, or 
necessary conditions for, different patterns in the location behavior of MNEs. As an 
additional outcome, introducing these three key components to research of MNE behavior 
increases its applicability in the current international business environment.  
 
Finally, this study integrates and resolves discrepancies between the predictions of previous 
research into MNE behavior. As highlighted in the previous chapter, although research rooted 
in the eclectic or internalization school of thought explains much of the initial bargaining 
process and outcomes, it fails to account for the collective end decision and the role of key 
contextual variables at multiple levels of analysis. Employing the contingency model of the 
FDI location decision, or one of its five variations identified in this research may be 
particularly useful in explaining the behavior of MNEs that deviate from the rational choice 
model propounded by eclectic theorists. The Uppsala theory, on the other hand, is valuable in 
highlighting the importance of knowledge and experience as key inputs into the decision, yet 
may greatly benefit from consideration of other aspects of context as well. Furthermore, 
examining the shorter-term organizational processes of decision making that are represented 
in this research may provide greater insight into deviations from the “psychic distance” or 
“stepwise” approach towards internationalization. Other theories, such as portfolio theory, 
network theory, and even the founding theory of the research – behavioral theory – may find 
that many of their contradictions may be reconciled by applying the framework developed in 
this thesis, which links decision processes, context and content.  
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In previous assessments of decision-making research, it has been suggested that the way 
ahead lies with integrating perspectives rather than choosing among them (Aus, 2005). This 
research shows that this is the case for MNE behavior also. By relaxing, contextualizing and 
synthesizing the seemingly mutually exclusive assumptions of extant theories of MNE 
behavior with case-oriented knowledge, it is possible to begin to form an explanation as to 
why and under which conditions MNEs location behaviors may converge or diverge (Aus, 
2005). The refinement of the findings in this research into more robust, testable conclusions 
will require ongoing dialogue between case-oriented knowledge and theoretical knowledge 
(Rihoux & Ragin, 2008). 
7.5 Contributions to location marketing research 
 
While research into MNE behavior has a long history of exploring specific aspects of 
internationalization in great depth, research into location marketing has a short history. In 
synthesizing the findings of prior research of MNE behavior to develop a more holistic view 
of the FDI location decision, this thesis also strengthens the theoretical robustness and 
applicability of location marketing research. This is done in two ways; firstly, by providing 
theoretical and empirical support for a number of the key propositions of location marketing 
research; and, secondly, by refining and expanding upon these propositions.  
 
Two founding tenets of location marketing research are that (i) it is not only the objective 
characteristics of a location that are important in attracting investment into the area, but also 
the perceptions of those characteristics and the location’s image or brand; and, (ii) as a result 
of this, governments and other actors may alter the attractiveness of a location through 
location branding, incentives and other attraction schemes. The findings of this research 
reinforce the relevance of these statements by illustrating how reputation and international 
exposure are important considerations at each stage of the FDI location decision, and how 
incentives and other added-value measures of location attraction are important at the critical 
final stage of the decision.  
 
The research, however, goes beyond these propositions to illustrate how measures of location 
attractiveness may differ according to the stage of the decision at which they are being 
considered, and according to characteristics of the external environmental, firm, and decision-
maker context. This information may facilitate the development of more accurate, targeted 
location marketing and branding. Additionally, a more in-depth, contextualized understanding 
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of location attractiveness has the potential to strengthen the many indexes of location 
attractiveness that have been put forth by location marketers and practitioners. Finally, by 
identifying at which stage of the location decision different elements of a location’s 
attractiveness are considered, including incentives, the research may be able to reconcile the 
many discrepancies found in research on the success of different types of incentives and 
investment attraction competitions between local and national governments.  
 
7.6 Methodological contribution 
 
This thesis provides three related methodological contributions to research into MNE 
behavior. First, it demonstrates the benefits of employing qualitative comparative methods 
within a ‘small-N’ research design for developing middle range theory. Second, it suggests 
that using the decision as the unit of analysis in research and placing the manager at the center 
of the decision may help to rectify level of analysis concerns that plague MNE behavior 
research. Third, it advances the value of a process approach to research on MNE behavior. 
Each of these points is now discussed in greater detail. 
 
First, the research highlights the advantages of ‘small N’ qualitative comparative 
methodology. As mentioned previously, it was not the intention of this research to use 
statistical techniques to test a number of hypotheses, but rather to identify the key 
‘ingredients’ and relationships in the complex phenomenon of the FDI location decision. One 
of the major benefits of employing qualitative comparative methodology within a ‘small-N’ 
research design is its potential use for specifying the scope conditions of different causal 
mechanisms and behavioral logistics under different contexts, i.e., to develop middle range 
theory (Aus, 2005). Additionally, the scope statements that emerge from qualitative 
comparative methods delineate or constrain the domain of application of theoretical ones, and 
this greatly assists in contextualizing and synthesizing often conflicting findings of current 
mainstream theories of MNE behavior. Because the phenomena of managerial decision 
making are by their nature complex, the empirical approach adopted in this research was 
necessary to identify the finely-grained structure of the process. Such a process could not be 
revealed by the measures that would be amenable to statistical analysis of a large sample. 
 
The open format of qualitative comparisons also allowed for ‘multiple conjunctural causation’ 
across observed cases. This means that different combinations of factors are accepted as 
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leading to the same result. This open conception of causality was essential in understanding 
the FDI location decision as it left room for the complexity that is inherent in its context 
(Rihoux & Ragin, 2008). Accordingly, similar methods may prove fruitful in the analysis of 
other aspects of MNE behavior that are made in equally complex environments.  
 
The potential ‘added value’ of middle range theory and case-based knowledge, such as found 
within this thesis, was highlighted by Andrew Abbott as follows: “[Middle range theories] 
don’t predict what will happen, indeed they suggest that interactional fields are probably too 
complex for us to predict. But they do show various internal patterns; they do sketch the 
‘rules of the game;’ they do portray the limits and possibilities of action in such systems” 
(Abbott, 2001: 74). Thus, the research demonstrates how a feasible compromise between 
complexity and parsimony rests in ‘small-N’ comparative research designs (Aus, 2005; 
Mahoney & Pandian, 1992). Furthermore, qualitative comparative techniques are analytical, 
transparent and replicable, so therefore may be replicated under different contexts to extend 
generalizability.  
 
Second, the research suggests that by using the decision as the unit of analysis in research and 
placing the manager at the center of the decision, it may be possible to examine the influence 
of context at multiple levels of analysis. In order to ensure that data collection and analysis 
incorporated all relevant aspects of decision context, including decision-maker context, it was 
necessary to use the decision as the unit of analysis. Triangulating data collected at the level 
of the decision makers, who were privy to contextual influences at multiple levels of analysis, 
with data at the level of the firm enabled a great depth of understanding of interrelationships 
within the decision process. This represents a divergence from prior research into MNE 
behavior that has primarily focused on processes at the level of the ‘firm,’ and, as a result, has 
produced disparate findings according to differences in context beyond the firm (Johanson & 
Vahlne, 1990; Dunning, 1981, 1998). Buckley et al. (2007) were the first researchers to 
directly apply this method to analysis of FDI location choice in the context of experimental 
research. However, the findings of this thesis demonstrate that similar methods may prove 
just as useful in qualitative research when implemented diligently.  
 
Third, the research advances the value of a process approach to research on the MNE. In the 
same way that the importance of context was highlighted by placing the manager at the center 
of analysis above, the importance of temporal considerations and the history of the firm and 
its actors were highlighted by using a process approach. More specifically, the process 
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approach using a case study method enabled the development of a detailed history of the key 
sequences of events from the initiating force that instigated the decision to post-decision 
events (Van de Ven and Pole, 2005; Yin, 2003). This level of detail not only made it possible 
to examine what the decision-maker, firm and external environmental context was like at each 
stage of the decision, but also how the dynamics of the decision and events prior to the 
official decision process had the potential to influence the content of the decision and also 
final location choice. If the FDI location choice was examined as a point-of-time decision, as 
has been the case in much prior research, none of these important relationships would have 
been revealed. Therefore, the research supports recent work that recognizes the importance of 
processes of change in behavior over time (see: Jones & Coviello, 2002; Jones & Khanna, 
2006; Zahra, 2005). 
 
7.7 Managerial and policy implications 
 
The enhanced understanding of the FDI location decision provided by this research has 
important implications for the managers of MNEs and public policy makers. For MNE 
managers, the contingency model of the FDI location decision and its related insights into the 
role of processes, context, contingency effects and location provide a valuable tool in the 
quest to achieve optimal FDI location decisions. For public policy makers, the contingency 
model and its related insights facilitate a better understanding of how MNEs select locations 
for FDI, and therefore enable them to better target investment incentives, promotions and 
developmental policies for their needs. Each of these points is now discussed in greater detail. 
 
A key goal for a MNE manager responsible for overseeing a FDI location decision is to find 
the location that will maximize the value of the firm’s resources. Identifying the sources of 
potential deviations from optimal processes of decision making and assessment is, therefore, a 
critical issue for managers. Likewise, understanding how aspects of environmental, firm and 
decision-maker context influence the decision process and content can enable managers to 
best mitigate risk within the decision and work within these constraints. Accordingly, the 
contingency model of the FDI location decision proposed in this thesis is of significant value 
for MNE managers. Using this model, managers can assess how information and networks, 
uncertainty, chance, dynamics of the process and decision-maker effects might detract from 
their ability to make optimal decisions with regard to what locations are considered for the 
investment and how they are measured. By identifying these risks, managers can develop 
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strategies, if possible, for minimizing their impact. By identifying which of the five variations 
of the general contingency model is in place at their firm, managers can more precisely assess 
the strengths and weaknesses of organizational processes for achieving optimal outcomes and 
adapt a suitable decision-making strategy accordingly. Finally, simply by employing the 
taxonomy of the FDI location decision context, managers may be able to make more accurate 
assessments of risks and opportunities within their specific decision environment and 
resources.  
 
For example, generally managers intending to embark upon a FDI location decision conduct 
some form of situation analysis on the environment in which they intended to invest prior to 
defining the parameters of the investment. This situation analysis usually encompasses a 
review of the strengths and weaknesses of the firm, and the opportunities and threats posed by 
its environment. Although useful, this analysis does not normally consider characteristics of 
the firm that relate to organizational procedures and structures or the role of non-key decision 
makers in the decision process. The taxonomy and five decision-making models developed in 
this research demonstrate that these are key factors that can impact the optimality of the final 
location choice. Therefore, ignoring them can be detrimental to the firm. For example, if 
LCG1 had recognized that its myopic focus on established strategy prevented accurate 
assessment of emerging opportunities and threats, it perhaps would have been able to prevent 
the huge losses that were associated with pursuing the Vancouver investment while it was at a 
prolonged stalemate with Canadian authorities following the reputational damage incurred by 
LCG1 employees.  
 
The numerous benefits and potential advantages of spillover effects of FDI onto host 
economies are widely documented in the research literature (Bevan et al., 2004; Held, 1996; 
Porter, 2000). Being able to successfully attract FDI is, therefore, a high priority of public 
policy makers. The depth of insight provided by the contingency model of FDI location 
decisions put forth in this thesis will allow public policy makers to more accurately target: (i) 
MNEs that are realistically considering their market; (ii) MNEs with the type of operations 
and FDI that best fit with the needs and future plans for their market; and (iii) MNEs that are 
at a stage in the decision process that is most open to investment attraction schemes. 
Targeting investment incentives, promotions and development schemes towards firms in this 
way ensures the optimal use of resources and return on investment. Additionally, because the 
research has shown that reputation and international exposure and timely response and 
incentives are key indicators of location attractiveness, it reinforces the idea that institutions 
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and their policy makers can indeed play an active role in attracting FDI and determining the 
shape and size of their local economies. This is a point that has been much debated in prior 
research on so-called location tournaments (Mudambi, 1999; Olins, 2002; Oman, 1999; 
Porter, 2000). Finally, the research gives a strong indication of at what stage of the decision 
MNEs differentiate between cities and countries, therefore enabling policy makers to better 
cooperate between local, state, national and regional governments in a mutually beneficial 
manner without fear of competition.  
 
An understanding of just how much the location decision is influenced by the internal 
processes within the firm is also of great value to governments hoping to attract FDI. By 
understanding the internal decision-making processes of the firm and the firm context, 
government officials can tailor their incentives more appropriately to the needs of the firm, 
with benefits to their objectives. An older example of such an initiative is found in the success 
of the government of Papua New Guinea (PNG) in attracting a subsidiary of mining giant Rio 
Tinto to invest and establish Bougainville Copper in the 1970s and 1980s. The PNG 
government structured taxation arrangements for the Bougainville Copper project in such a 
way that cash flows were maximized for the company in the early year of the project’s life, 
providing an increasing stream of revenues back to themselves. Because the company had a 
higher cost of capital than the PNG government, this was an acceptable arrangement to both 
parties. PNG benefited from its understanding of the dynamic of the FDI decision process 
within the multinational.  
 
A more recent example involves New York’s re-emergence as a center for filming television 
and movies since the mid-2000s. The film industry is particularly attractive to governments, 
as one film being shot in a city can generate millions in revenue over a very short period of 
time, including significant spillover effects for hospitality industries and employment. In the 
1980s and 1990s, however, as New York began a cleanup of the city and an overhaul of its 
public infrastructure, it also began to lose bids for large multi-million dollar film projects to 
Los Angeles, Canada and overseas locations. Even films and television shows that were 
supposed to be set in New York were being filmed elsewhere. On the surface, this trend didn’t 
make sense as the tax system hadn’t changed significantly during this period and, if anything, 
the reduction of crime and better management of public spaces provided a more attractive 
location for investment. Yet, when government officials investigated the issue further and 
examined the actual decision processes behind film production companies’ choices to locate 
in one investment over another, they found that it was not obvious cost considerations that 
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provided a disincentive for investment, but stricter city council controls that influenced 
filming. The controls included limitations on filming in public spaces, historical buildings, 
parking limitations and other matters that supposedly signaled to film companies that the city 
didn’t care about their investments. Once these controls had been relaxed, filming began once 
more in New York, and at a far lower cost than if financial or tax incentives had been issued. 
7.8 Limitations 
 
Despite noteworthy contributions to management theory and practice, this study has a number 
of limitations. As is often the case, an inevitable compromise between parsimony and 
complexity was necessary in research design in order to ensure that the study was tractable 
while also sufficiently comprehensive to make some valuable contributions. That compromise 
meant that there are limitations, primarily relating to the sample size and type, respondent and 
investigator bias, and the generalizability of findings. Each of these points is now discussed in 
greater detail. 
 
First, there are a number of limitations associated with the small sample size used in the 
study. In using a ‘small-N’ qualitative comparative methodology, the study also limited the 
generalizability of findings and potentially exposed findings to bias, as only firms which were 
willing to participate were included in the study. In order to try to prevent bias from 
influencing outcomes, firms were selected using stringent criteria and purposeful sampling. 
The issue of generalizability was also for the most part negated, as the aim of the research was 
to achieve analytical generalization rather than statistical generalization. In this aim, the 
limited sample size was sufficient because the necessary depth of data from a variety of 
sources was collected for each case and theoretical saturation was achieved (Yin, 2003). 
Additionally, a strict case protocol was followed, which required constant dialogue between 
empirical data and theory. 
 
Second, because of the open nature of many of the data collection processes and findings, 
respondent and investigator bias may be present. As a qualitative and relatively open-ended 
study, investigator bias was a concern in the analysis and interpretation of findings. In order 
to combat this concern, a number of additional researchers were brought on to triangulate 
findings and ensure consensus in analysis. Additionally, investigators had little room for 
subjectivity in their analysis because of the strict nature of the case protocol. It was the role of 
investigators to classify information into the appropriate area, rather than interpret subject 
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concepts, therefore bias was minimized. The possibility of respondent bias was introduced as 
the result of the reliance on the introspective and retrospective reflections of managers as a 
key source of data. Managers might have altered responses in order to portray their actions or 
the actions of others in a more or less positive light, depending on their experience in the 
decision. Additionally, manager’s responses may be biased by the limitations of their ability 
to retrieve information and the desire to provide the response they perceived as desired by the 
investigators. The events-based process approach, the triangulation of different data sources 
and multiple respondents in each case were all used as strategies to attempt to combat this 
bias. In conducting the research these strategies proved highly valuable in this task; however, 
it must be said the processes and events recorded in the research are based only on what 
information was available.  
 
These are all anticipated limitations of the research and, as previously mentioned, the results 
of a compromise between parsimony and complexity. The advantage of the model developed 
in this thesis is that is designed to be replicated under different contexts so to strengthen 
findings and further knowledge of the FDI location decision. By replicating this study in 
different firm contexts, including different types of decisions or altering it slightly to focus on 
a particular stage of the decision, these concerns could be reconciled. Furthermore, it is 
encouraging to note that the general contingency model of the FDI location decision 
developed in the research describes much of what was observed, and that the variations in the 
processes fall into the five distinct groupings identified by the research. 
 
Although the decision-making models and contingency effects described in this paper do not 
describe exhaustive or mutually exclusive variations in decision process, they can be used as a 
basis for developing a more comprehensive scheme. From the outset of the study the 
exploratory nature of our research has been emphasized, and the choice of the multiple case 
study design was purposeful as it best facilitated an in-depth exploration of FDI decision-
making processes and context that few studies had examined previously. The objective of the 
study was achieved since both expected and emergent patterns in FDI location decision 
making were observed as contingent upon context. Generalizability was not a goal of the 
research, yet we have taken every possible precaution in ensuring the relevance of our 
findings. It may be possible that our choice of a qualitative method biased the data to specific 
contexts; however, this was the purpose of the research and it does reveal a complexity that 
could not arise simply from secondary data. Furthermore, if findings were not reflective of 
broader trends, we would not have found such strong patterns or contingency effects.  
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7.9 Directions for future research 
 
As a primarily exploratory study, the findings of this research hold great potential for testing 
and extension through further research. The study provides insights about how factors at 
multiple levels of analysis interact over time to produce final location choice. Future research 
can confirm and expand upon this by replicating the methodology under different contexts 
and applying the overarching framework to broader samples and populations with theory-
testing methodology. Of particular interest to international business researchers might be the 
application of decision-making models developed in this thesis under different cultural 
contexts. While this research has been able to compartmentalize the differences between 
Chinese and western cultures according to their impact on specific firm characteristics, 
perhaps this would not be the case with other cultures such as those represented in South 
America and Africa. The general contingency model of the FDI location decision, 
contingency effects based on clusters of firm characteristics and determinants of location 
provided here could also be used as a diagnostic tool for identifying and classifying different 
types of FDI location decisions made under different industry contexts. Industries outside of 
the knowledge-based industries, such as manufacturing and mining, obviously have very 
different priorities when selecting an overseas location to invest in. The framework presented 
in this thesis could provide a means for understanding these differences. 
 
Furthermore, because the general contingency model has intentionally been developed as an 
open framework that can be applied to different contexts, it may be of significant value to 
research of strategic decisions besides FDI location choice. The framework could be applied 
to other areas of decision-making in international business to develop better understandings of 
the relationship between decision-making processes, decision-making content, and decision-
making context. Such areas may include the initial decision to internationalize, the mode of 
entry decision and other forms of organizational change. If special explanations are required 
for FDI location decisions under different contexts then it is also likely that they are required 
for other aspects of MNE behavior. Moreover, the open structure of the general contingency 
model could be applied to decision-making behaviors outside of the international business 
context and relating to strategic decision-making more broadly. Managers, firms and other 
organizational stakeholders in any context would gain much from a better understanding of 
organizational decision-making processes and the influence of context. 
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Because MNE decision-making research is in its relative infancy compared to more 
developed areas of international business, there is substantial room for development in both 
qualitative and quantitative fields. Whereas quantitative and experimental approaches could 
be employed to strengthen constructs and test the applicability of our findings under a wider 
range of contexts, qualitative work could delve further into decision-making strategies and 
analysis used by MNE managers. Furthermore, research examining MNE behavior could 
greatly benefit from the learning of other disciplines in the social sciences and would be 
greatly enriched by a wider focus on context and the role of managers. To support this pursuit 
of a multi-disciplinary approach, research could also benefit from the use of methodologies 
not typically applied to the context of MNE behavior. Choice modeling is an example of a 
methodology primarily employed by sociology and marketing theorists that could greatly 
enrich the findings of this study and combat some of the limitations of the case study method 
around generalizability. On the other end of the methodological scale, more in-depth 
ethnographic studies, as employed by sociologists and anthropologists, could provide even 
greater depth to this study’s understanding of group decision-making processes.  
 
7.10 Summary 
 
The objective of this study was to understand the factors and processes that lead to and 
influence FDI location choice (Chapter 1). It achieved this by re-conceptualizing FDI location 
choice as a strategic decision-making process carried out by managers and contingent upon 
context; and, by identifying key aspects of context at the external, internal and individual 
levels of analysis (Chapter 2). From here, four basic propositions were developed and 
investigated through an exploratory research involving 24 cases in two industries and two 
countries to develop an initial conceptual model and set of propositions (Chapter 3). This 
model and the related propositions were further investigated through the main case study 
research involving 20 cases in the financial services and creative industries, within a number 
of different countries (Chapters 4 and 5). Next, this study developed a general contingency 
model of the FDI location decision and five context-based variations of the model that were 
found in the research (Chapter 6). As a result, this study has filled gaps in the literature of 
MNE behavior that relate to temporal, contextual and level of analysis concerns, has extended 
the relationship between international business and decision-making research streams, has 
extended the methodological approaches used in the study of the behavior of MNEs and, 
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finally, has offered further research directions to better study the FDI location decision 
phenomena (Chapter 7).  
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City Location Decisions for Foreign Direct Investment 
 
 
SCREENING CRITERIA 
 
(To be screened through the telephone) 
 
FDI History 
□ Firm that has made a FDI in the last five years 
□ Firm that is in the process of making a FDI 
□ Expert who has assisted a firm in making a FDI in the last five years 
  
Location of firm 
□ Australia 
□ USA 
  
Firm industry 
□ Financial Services 
□ Creative Industries 
  
Firm size 
□ Small 
□ Large  
 
Key decision maker in firm 
□ Key decision maker in internationalization decisions 
□ Key expert/advisor in another firm’s internationalization decisions 
 
 
Section 1 – Introduction 
(Prior to interview commencing) 
 
My name is Fiona Quinn and in conjunction with the United States Study Centre within 
The University of Sydney and the New South Wales Department of State and Regional 
Development, I am conducting a study seeking to identify how FDI location decisions 
are made and what key characteristics effect a country’s and city’s attraction for foreign 
investment and trade. The results of this interview are to be analysed in accordance 
with the relevant literature and practitioner work to build a more in-depth study. This will 
then be used to build a framework of FDI location decision-making, and form the basis 
of my Doctoral thesis. A short executive summary of results will be presented to 
yourself upon the study’s completion in 2012. Participation in this study is also 
voluntary and you are under no obligation to participate. You are free to withdraw from 
the study at any time without explanation and all participants and their responses will 
be kept strictly confidential.  
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Section 2 – Background 
(Interview) 
 
 
Background Information  
 
1. Interviewee profile, job title, responsibilities (ethnic background voluntary) 
 
2. Firm profile: key business activities, size, history, internationalization history, 
networks. 
 
3. Profile of firm assisted: key business activities, size, history, internationalization 
history, networks (Experts only). 
 
4. Environment profile: characteristics of the environment at time of decision to 
pursue FDI. 
 
Section 3 – Questions 
 
 
Questions 
1. As the catalyst for the international investment process, how does the 
decision to expand and/or invest overseas begin?  
a. What is the organizational process behind this decision? 
b. What are the factors motivating this decision? 
c. Which particular company representative(s) or positions are 
responsible for this decision? 
d. Do you believe either 1/ internal, firm-based factors; 2/ external, 
industry or location-specific factors; or 3/ individual, decision-maker 
specific factors to be more persuasive in motivating this decision? If 
so, which group? 
e. Does the organization seek firstly, a group of potential nations for 
investment, and then upon choosing a nation, select a city for 
investment; OR does the organization select a group of potential 
cities from a range of nations, and then select a city for investment?  
 
2. It has been decided that an investment is going to be made in a foreign city... 
a. What is the organizational process behind the choice of city for 
investment? 
b. What are the factors motivating this process of location choice? 
c. Which particular company representative(s) or positions are 
responsible for the choice of city/market to expand into? (If different 
to the decision-maker identified in (1d) as responsible for the 
decision to invest) 
d. Are any external bodies consulted in this process? 
e. What role do investment incentive agencies, branding initiatives and 
other means of place self-promotion play in this process? 
 
3. If an assessment of potential target cities for investment is made as part of 
this process! 
a. How are these assessments made? 
b. What factors would you identify as indicators of a city’s attraction for 
foreign direct investment? 
c. Do you believe certain factors to be more influential than others in 
the location decision? Please include relative weighting of 
significance of indicators. 
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d. What are the key drivers of this attractiveness? 
e. What is the relative influence of these indicators of attraction versus 
non-location based influences? 
(If no assessment is made please answer the questions to the best of your 
knowledge, in your opinion) 
 
4. After a list of indicators of a city’s attraction for foreign direct investment has 
been agreed upon! 
a. Are there any other factors you believe to have the potential to 
moderate the relative influence of these indicators of attraction on 
investment location decisions? 
b. What impact do you think the nature of the individual firm (structure, 
culture, resources) has on the location decision? 
c. Which particular firm characteristics do you feel to be most 
influential? 
d. What impact do you think the individual characteristics (beliefs, 
traits, cognitive processes) of decision-makers have on the location 
decision?  
e. Which particular individual characteristics do you feel to be most 
influential?  
 
Section 3 – Questionnaire 
 
 
The aim of this scale is to put a comparable figure on how influential you 
believe each variable to be within the FDI location decision making process.  
 
Please circle which number you think best reflects the level of influence 
each variable has on the FDI location decision for your company [1 is lowest 
and 5  is highest]. 
 
EXTERNAL VARIABLES 
 
Global Operating Climate  1 2 3 4 5  
  
Industry Operating Climate  1 2 3 4 5 
 
Host Location Attractiveness  1 2 3 4 5  
 
 
 
INTERNAL VARIABLES 
 
 
Firm-Based Variables   1 2 3 4 5  
  
Investment Task Based Variables 1 2 3 4 5  
 
Other     1 2 3 4 5  
 
 
INDIVIDUAL VARIABLES 
 
 
International Exposure   1 2 3 4 5  
  
Personal Characteristics   1 2 3 4 5  
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Other     1 2 3 4 5  
 
 
 
Section 5 – Additional Information 
 
 
 
Collect any data available to support case: 
 
• Sales data, Accounts, Company reports/financial statements 
• Mission statement, Brochures 
• Consultancy reports, Indexes 
• Emails, Memos, Internal and external communications
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Location Decisions and Context: A Contingency Model of the FDI Location 
Decisions 
 
 
SCREENING CRITERIA 
 
(To be screened through the telephone) 
 
FDI History 
□ Firm that has made a FDI in the last five years 
□ Expert who has assisted a firm in making a FDI in the last five years 
  
Location of firm 
□ Australia 
□ USA 
□ China 
  
Firm industry 
□ Financial Services 
□ Creative Industries 
  
Firm size 
□ Small 
□ Large  
 
Key decision maker in firm 
□ Key decision maker in internationalization decisions 
□ Key expert/advisor in another firm’s internationalization decisions 
 
 
 
REQUIRED HISTORICAL ARTEFACTS 
 
(To be collected prior to and following interviews) 
 
 
 
□ Personal interviews 
□ Documents, e.g. business plans, letters, faxes, and minutes of meetings, financial 
statements (optional), internal communications etc. 
□ Physical artefacts, e.g. the firm’s company statements, brochures, annual reports. 
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Section 1 – Introduction 
(Prior to interview commencing) 
 
Thank you for agreeing to participate in our study. This study is being conducted in conjunction 
with the United States Studies Centre within the University of Sydney and NSW DSRD, and is 
researching location decisions for foreign direct investment (FDI). By the study’s conclusion in 
December 2012, we would have studied a large variety of different FDI location decisions 
within the Financial Services and Creative Industries. The overall objective of the study is to 
clarify processes of decision-making in foreign investment and identify how these processes – 
and also therefore- city attractiveness for foreign investment, differ according to the specific 
context in which the decision is made.  
 
Results from the study will be used by NSW DSRD to inform policy and better direct initiatives 
aiming towards strengthening the Financial Services and Creative Industries in Sydney and 
Australia, as well as stimulate greater investment into these areas.  A secondary expected 
output of the study is the development of an “index of location attraction” which incorporates 
the moderating role of context in the FDI location decision. We will be able to provide you with 
an exclusive executive summary of these results when they are finished. Any additional feedback 
you require may also be given upon request.  
 
As I mentioned before, the aim of this interview is to construct the history of your FDI location 
decision and the variables you think were key to this decision making process. As a result, we 
have made the interview quite unstructured since we want to hear your story. So please feel free 
to talk and during the flow of the conversation we will ask you more questions. By the end of 
this interview, we hope to have constructed the history of your investment, as well as your ideas 
on Sydney’s potential as a host for FDI.  
 
This interview should take approximately half an hour to an hour. 
 
Participation in this study is completely voluntary and you are under no obligation to 
participate. You are free to withdraw from the study at any time without explanation and all 
participants and their responses will be kept strictly confidential.  
 
Before we start, do you have any questions? 
 
 
Please note the focus of Part A, B and C of this interview is your company’s decision to invest 
in ……………………….. 
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Section 2 – Questions 
(All respondents) 
 
PART A – DECISION CONTEXT 
 
Firstly, we want to understand the context in which the FDI location decision 
was made. 
 
1. Tell me about your firm at the time of the location decision.(the firm that made the 
investment expert informants) 
Company Size ( Sales -million US$): 
Company Size (No of. Employees): 
Main Operating Industry and Products/Services: 
Number of Countries Operating In: 
Networks in Host Country/ Region: 
Organizational Culture: 
Other:  
 
2. Tell me about the wider context in which the decision was made (global and 
industry). 
Economic climate 
Political Economic stability 
Competition 
 
3. Tell me about the top two locations that were selected to choose between for the 
final investment. 
A. Final Choice_________________________________ 
Liveability 
Working Culture: 
Lifestyle: 
Public Infrastructure: 
Language: 
 
Knowledge Creation and Information Flow 
Availability of Skilled Labor: 
Higher Education and Training: 
Labor Mobility and Flexibility: 
Timely Response; 
IT & Communications: 
Innovation 
 
Competitiveness  
Costs: 
Economic Sentiment: 
Exchange Rate: 
Domestic Market Access: 
Overseas Market Access: 
 
Ease of Doing Business 
Regulatory Framework: 
Taxation System: 
Political Economic Stability and Freedom: 
Related and Supporting Industries: 
Incentives: 
System and Business Infrastructure: 
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Other: 
 
B. Second Choice _______________________________ 
 
4. Tell me about your firm at the time of the location decision. 
Company Size ( Sales -million US$): 
Company Size (No of. Employees): 
Main Operating Industry and Products/Services: 
Number of Countries Operating In: 
Networks in Host Country/ Region: 
Organizational Culture: 
Other:  
 
5. Tell me about the wider context in which the decision was made (global and 
industry). 
Economic climate 
Political Economic stability 
Competition 
 
6. Tell me about the top two locations your company selected to choose between for 
the final investment. 
 
C. Final Choice_________________________________ 
Liveability 
Working Culture: 
Lifestyle: 
Public Infrastructure: 
Language: 
 
Knowledge Creation and Information Flow 
Availability of Skilled Labor: 
Higher Education and Training: 
Labor Mobility and Flexibility: 
Timely Response; 
IT & Communications: 
Innovation 
 
Competitiveness  
Costs: 
Economic Sentiment: 
Exchange Rate: 
Domestic Market Access: 
Overseas Market Access: 
 
Ease of Doing Business 
Regulatory Framework: 
Taxation System: 
Political Economic Stability and Freedom: 
Related and Supporting Industries: 
Incentives: 
System and Business Infrastructure: 
 
Other: 
 
7. Tell me about the nature of the focus investment itself. 
Type of Investment: (JV vs. WOE): 
Size of Investment (US$): 
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Intended Lifetime of Investment (Long vs. Short Term): 
Proximity to Other Subsidiaries/HQ:    
Other: 
 
8. Tell me about the actors involved in the decision-making process. 
Decision-Making Process (Group vs Indl):  
Decision-Maker(s)’ Experience:  
Decision-Maker(s)’ Position: 
Decision-Maker(s)’ Networks in Host Country/Region: 
Other: 
 
PART B – THE DECISION-MAKING PROCESS  
Now let’s talk about how the FDI location decision was made. We want you to 
tell us the history of this specific FDI location decision, from its inception 
until its completion. In telling us this story, think about what processes were 
involved at each stage of the decision, what critical events occurred and what 
variables (including some of those discussed previously) played an important 
role. During this section, we will also ask you to consider the role of context 
at different points in time.  
 
1. Tell me about how your decision to invest overseas came about (Problem 
recognition/ Evaluation of Task) 
What happened 
Key Events 
Key Actors 
Key Variables 
 
2. Tell me what happened next.  
What happened 
Key Events 
Key Actors 
Key Variables 
 
3. Tell me about how you decided upon a consideration set of potential host locations 
for investment (Set of alternative strategies developed) 
What happened 
Key Events 
Key Actors 
Key Variables 
4. Tell me how you evaluated the attractiveness of each host location to select the 
final host location for investment (Data collection and information 
processing/Selection)  
What happened 
Key Events 
Key Actors 
Key Variables 
 
5. Would you agree with the following decision-making model for FDI location 
decisions?  
 
 
 
 
 
1/ 
Problem 
Recognition  
2/ 
Evaluation 
of task 
3/ Set of 
alternative 
strategies 
developed 
4/ Data 
collection 
and info 
processing 
5/ 
Selection 
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PART C – VARIABLES IN THE DECISION-MAKING PROCESS () 
 
The aim of this scale is to put a comparable figure on how influential you 
believe each variable to be within the FDI location decision making process.  
 
Please circle which number you think best reflects the level of influence 
each variable has on the FDI location decision for your company [ 1 is lowest 
and 5  is highest]. 
 
EXTERNAL VARIABLES 
 
Global Operating Climate  1 2 3 4 5  
  
Regional Operating Climate  1 2 3 4 5  
 
Industry Operating Climate  1 2 3 4 5 
 
Host Location Attractiveness  1 2 3 4 5  
 
! Liveability    1 2 3 4 5
  
 
! Knowledge and Information Flow 1 2 3 4 5
  
 
! Competitiveness    1 2 3 4 5
  
 
! Ease of Doing Business  1 2 3 4 5 
 
! Other     1 2 3 4 5
  
 
 
INTERNAL VARIABLES 
 
 
Firm-Based Variables   1 2 3 4 5  
  
Investment Task Based Variables 1 2 3 4 5  
 
Other     1 2 3 4 5  
 
 
INDIVIDUAL VARIABLES 
 
 
International Exposure   1 2 3 4 5  
  
Personal Characteristics   1 2 3 4 5  
 
Other     1 2 3 4 5  
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This brings us to the conclusion of the interview. Is there anything you would like to 
add? Do you have any further questions? Is there anyone else you think I should 
interview from your company or any other company you feel might be valuable to 
speak with? 
 
Once again, I assure you that the information that has been discussed will remain 
strictly confidential. We will provide you with results of this phase of interviews, 
once all necessary analysis has been made in early 2010. We will provide you with 
results of the entire study, as soon as they become available in mid 2010. If you 
require any specific feedback please let me know. 
 
Thank-you for your time.  
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Recruitment procedure and quality control 
(adapted from Chandra, 2007) 
 
About this study 
 
• In conjunction with the United States Studies Centre at the University of Sydney and the 
NSW Department of State and Regional Development (NSW DSRD), a Doctoral project 
is currently underway at The University of Sydney, that explores location decisions for 
foreign direct investment. The primary aim of this study is to clarify processes of 
decision-making in foreign investment and identify how these processes - and also 
therefore - city attractiveness for foreign investment, differ according to the specific 
context in which the decision is made. Results from the study will be used by NSW 
DSRD to inform policy and better direct initiatives aiming towards strengthening the 
creative industries in Sydney and Australia, as well as stimulate greater investment into 
these areas.  
 
• What is learned from this study will enable businesses to make more accurate 
evaluations of potential recipient locations for investment. These evaluations will in turn 
enable companies to better leverage location advantages to improve efficiencies and 
successfully distribute core business functions across international borders. A deeper 
understanding of indicators and drivers of attraction for FDI may also foster stronger 
marketing and branding initiatives, strategic planning, and risk aversion strategies. 
Findings will also have significant public policy implications as Governments seek to 
improve the attractiveness of their regions for international trade activity and 
investment. 
 
• Seeking firms to participate in case studies. The issues to be covered will center upon 
the behaviors, key events and key influences on a recent FDI location decision your firm 
has made.  
 
• Interviews will be approximately thirty minutes to one hour in length, and will be 
conducted at a time and location of your choice.  All interviews and data collected will 
be kept strictly confidential and those participating in the study will receive advance 
notification of results as well as an executive summary of key findings and additional 
exclusive feedback from the study.  
 
• The study will be conducted by Fiona Quinn, Doctoral Student at the Faculty of 
Economics and Business and the US Studies Centre at: f.quinn@econ.usyd.edu.au or +61 
434 605 017, under the direction of Professor Chris Styles and Professor Bruce 
McKern. 
 
Precall planning 
 
• Have “letter to companies” and “participant information sheet” ready before phoning 
 
• Keep mobile phone 0434 605 017 handy 
 
• Always have background information about the company and how the contact 
information was acquired before phoning (from references and internet) 
 
• Be ready for calls 
 
Getting past the Gatekeeper  
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• If the receptionist says a different company name or the contact is no longer with the 
company, check to get the correct name because some companies may have been 
taken over or the new contact’s company may be useful as well 
 
• Introduce yourself, the organizations you are representing and briefly mention the 
purpose of your cal 
• Ask to speak to the person responsible for the company’s strategic decisions 
particularly international business matters. 
 
• If the receptionist won’t put you through, as if you can at least send them some 
information and get their correct name, title/position and email address. A few 
companies may ask you to post, fax, or email information. 
 
Talk to the right informant 
 
• Explain who you are, where you are from, the purpose of the call 
 
• Ask if they have a few minutes to talk to you. If not, ask if you can call back another 
time. 
 
• Check if the person is knowledgeable about a recent FDI location decision the firm has 
made (if this is not the right person, politely ask for the right person.) 
 
• If they say yes, tell them what is required from this interview (see: information above). 
 
Screen the firm 
(Each of the following criteria must be satisfied) 
 
• Must have made a FDI in the last 5 years. 
 
• Financial services or creative industries. 
 
• Interviewee was directly involved in the FDI location/ internationalization process. 
 
 
Gather the following information: 
(Tick where appropriate) 
 
FDI History 
□ Firm that has made a FDI in the last five years 
□ Expert who has assisted a firm in making a FDI in the last five years 
  
Location of firm 
□ Australia 
□ USA 
□ China 
  
Firm industry 
□ Financial Services 
□ Creative Industries 
  
Firm size 
□ Small 
□ Large  
 
Key decision maker in firm 
□ Key decision maker in internationalization decisions 
□ Key expert/advisor in another firm’s internationalization decisions 
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Closing 
 
• If they fit all the criteria and are willing to participate, tell them the chief investigator will 
contact hem shortly to ask a few brief questions and to fix an appointment for an 
interview. 
 
• If not, apologize and thank them for their time. 
 
 
 
Interview arrangement 
 
The recruiter is expected to assist to make the interview happen, including finding out or 
confirming the venue of the interview and some travel arrangements as necessary. This 
requires coordination with the chief investigator. 
 
 
Successful recruitment 
 
The recruitment is deemed successful upon the completion of the interview in which the chief 
investigator will determine the suitability of the company with the theoretical sampling.  
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Opportunity to participate in a study on ‘“City Location Decisions for Foreign Direct 
Investment” 
 
In conjunction with the United States Study Centre and the New South Wales 
Department of State and Regional Development, a Doctoral project under my 
supervision is currently underway at The University of Sydney, seeking to identify key 
characteristics that affect a country’s and city’s attraction for foreign investment and 
trade. The specific focus of the study is the movement of foreign direct investment 
(FDI) flows between Australia and the United States, and the attractiveness of key 
cities such as Sydney, Melbourne, New York, San Diego, Boston and Los Angeles.  A 
key output will be measures that assess the attractiveness of locations, and the 
identification of key drivers of that attractiveness. From these measures, a 
comprehensive city “brand” for FDI will also be built. 
 
What is learned from this study will enable businesses to make more accurate 
evaluations of potential recipient locations for investment. These evaluations will in turn 
enable companies to better leverage location advantages to improve efficiencies and 
successfully distribute core business functions across international borders. A deeper 
understanding of indicators and drivers of attraction for FDI may also foster stronger 
marketing and branding initiatives, strategic planning, and risk aversion strategies. 
Findings will also have significant public policy implications as Governments seek to 
improve the attractiveness of their regions for international trade activity and 
investment. 
 
We are seeking firms and business leaders in Australian and the United States to 
participate in one-on-one interviews.  The issues to be covered will center upon the 
behaviors, intentions and perceptions of businesses trading with or investing in 
Australia or the US, with a particular interest on ‘Sydney’ and ‘Australia’ as business 
location brands.  Specifically:  
 
- Perceptions of ‘Sydney’ and ‘Australia’ as brands and their value proposition to 
US businesses that are either currently or intending to export to and/or invest in 
Sydney/Australia 
- Perceptions of the USA and its key cities and their value proposition to 
Australian businesses that are either currently or intending to export to and/or 
invest in the US. 
- Role of these perceptions in past and future decisions to export to or invest in 
Australia and the USA by businesses in these countries 
- Relative importance of these perceptions compared with broader strategic and 
operational influences when making export and investment decisions 
- Links between the real-world behaviors, intentions and perceptions and indexes 
used in high profile city brand studies such as the Anholt, FutureBrand and 
MasterCard indexes. 
- Performance drivers and inhibitors of Australian and US firms exporting and/or 
investing in the USA and Australia. 
 
 
 
 
 
  
  
  ABN 15 211 513 464 Faculty of Economics and Business 
   
Professor Chris Styles  
Professor of Marketing; 
Director, Management Education Programs 
Institute Building, H03 
The University of Sydney  
NSW 2006 Australia 
Telephone:  +61 2 9036 5334 
Facs imile :    +61 2 9036 7190 
Email: c.styles@econ.usyd.edu.au 
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Interviews will be approximately thirty minutes to one hour in length, and will be 
conducted at a time and location of your choice.  All interviews and data collected will 
be kept strictly confidential and those participating in the study will receive advance 
notification of results as well as an executive summary of key findings and additional 
exclusive feedback from the study.  
 
If you would like to take part in the project please contact Fiona Quinn, Doctoral 
Student at the Faculty of Economics and Business and the US Studies Centre at: 
f.quinn@econ.usyd.edu.au or +61 434 605 017. 
 
 
 
Professor Chris Styles 
Faculty of Economics and Business 
The University of Sydney 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 358 
 
 
 
 
 
 
 
 
 
 
 
 
APPENDIX 5 – LETTERS TO COMPANIES FOR PRIMARY RESEARCH 
  
 359 
 
Opportunity to participate in a study on ‘“FDI Location Decisions and Context: A 
Contingency Model of the FDI Location Decisions” 
 
In conjunction with the United States Study Centre and the New South Wales 
Department of State and Regional Development (NSW DSRD), a Doctoral project 
under my supervision is currently underway at The University of Sydney, that explores 
location decisions for foreign direct investment. The primary aim of this study is to 
clarify processes of decision-making in foreign investment and identify how these 
processes - and also therefore - city attractiveness for foreign investment, differ 
according to the specific context in which the decision is made. Results from the study 
will be used by NSW DSRD to inform policy and better direct initiatives aiming towards 
strengthening the creative industries in Sydney and Australia, as well as stimulate 
greater investment into these areas.  
 
What is learned from this study will enable businesses to make more accurate 
evaluations of potential recipient locations for investment. These evaluations will in turn 
enable companies to better leverage location advantages to improve efficiencies and 
successfully distribute core business functions across international borders. A deeper 
understanding of indicators and drivers of attraction for FDI may also foster stronger 
marketing and branding initiatives, strategic planning, and risk aversion strategies. 
Findings will also have significant public policy implications as Governments seek to 
improve the attractiveness of their regions for international trade activity and 
investment. 
 
We are seeking firms to participate in case studies. The issues to be covered will 
center upon the behaviors, key events and key influences on a recent FDI location 
decision your firm has made. Participation in the case studies will involve interviews 
with key decision-makers and the provision of information regarding the decision. 
Interviews will be approximately thirty minutes to one hour in length, and will be 
conducted at a time and location of your choice.  All interviews and data collected will 
be kept strictly confidential and those participating in the study will receive advance 
notification of results as well as an executive summary of key findings and additional 
exclusive feedback from the study.  
 
If you would like to take part in the project please contact Fiona Quinn, Doctoral 
Student at the Faculty of Economics and Business and the US Studies Centre at: 
f.quinn@econ.usyd.edu.au or +61 434 605 017. 
 
 
 
 
Professor Chris Styles 
Faculty of Economics and Business 
The University of Sydney 
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PARTICIPANT CONSENT FORM 
 
I, .............................................................................[PRINT NAME], give consent to my 
participation in the research project 
 
“City Location Decisions for Foreign Direct Investment” 
 
In giving my consent I acknowledge that: 
 
1. The procedures required for the project and the time involved have been 
explained to me, and any questions I have about the project have been 
answered to my satisfaction. 
 
2. I have read the Participant Information Statement and have been given the 
opportunity to discuss the information and my involvement in the project 
with the researcher/s. 
 
3. I understand that I can withdraw from the study at any time, without 
affecting my relationship with the researchers, the University of Sydney, or 
the NSW Department of State and Regional Development, now or in the 
future. 
 
4. I understand that my involvement is strictly confidential and no information 
about me will be used in any way that reveals my identity. 
 
5. I understand that being in this study is completely voluntary – I am not 
under any obligation to consent. 
 
6. I understand that I can stop the interview at any time if I do not wish to 
continue, the audio recording will be erased and the information provided 
will not be included in the study.  
 
7. I consent or do not consent to –  
 
i) Audio-taping YES ! NO ! 
iii) Receiving Feedback YES ! NO ! 
If YES, please provide your details i.e. mailing address, email 
address at the bottom of the page. 
 
 
Signed:  .................................................................................................................................   
 
Name:   .................................................................................................................................  
 
Date:   .................................................................................................................................  
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Feedback Option 
 
Address:
 ____________________________________________________________
____ 
 
 
 ____________________________________________________________
____ 
 
Email Address: _____________________________________________ 
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PARTICIPANT CONSENT FORM 
 
I, .............................................................................[PRINT NAME], give consent to my 
participation in the research project 
 
“FDI Location Decisions and Context: A Contingency Model of the FDI Location 
Decisions” 
 
In giving my consent I acknowledge that: 
 
1. The procedures required for the project and the time involved have been 
explained to me, and any questions I have about the project have been 
answered to my satisfaction. 
 
2. I have read the Participant Information Statement and have been given the 
opportunity to discuss the information and my involvement in the project 
with the researcher/s. 
 
3. I understand that I can withdraw from the study at any time, without 
affecting my relationship with the researchers, the University of Sydney, or 
the NSW Department of State and Regional Development, now or in the 
future. 
 
4. I understand that my involvement is strictly confidential and no information 
about me will be used in any way that reveals my identity. 
 
5. I understand that being in this study is completely voluntary – I am not 
under any obligation to consent. 
 
6. I understand that I can stop the interview at any time if I do not wish to 
continue, the audio recording will be erased and the information provided 
will not be included in the study.  
 
7. I consent or do not consent to –  
 
i) Audio-taping YES ! NO ! 
iii) Receiving Feedback YES ! NO ! 
If YES, please provide your details i.e. mailing address, email 
address at the bottom of the page. 
 
 
Signed:  .................................................................................................................................   
 
Name:   .................................................................................................................................  
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Date:   .................................................................................................................................  
 
 
 
Feedback Option 
 
Address:
 ____________________________________________________________
____ 
 
 
 ____________________________________________________________
____ 
 
Email Address: _____________________________________________ 
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PARTICIPANT INFORMATION STATEMENT 
Research Project 
 
“City Location Decisions for Foreign Direct Investment” 
 
 
(1) What is the study about? 
 
The study seeks to identify key characteristics that affect a country’s and city’s 
attraction for foreign investment and trade. The specific focus of the study is the 
business relationship between Australia and the United States, and the attractiveness 
of key cities such as Sydney.  A key output will be measures that assess the 
attractiveness of locations, and the identification of key drivers of that attractiveness. 
 
 
(2) Who is carrying out the study? 
 
The study is being conducted by Fiona Quinn, PhD Candidate and Researcher, and 
will form the basis for the degree of Doctorate of Philosophy (Marketing) at The 
University of Sydney under the supervision of Professor Chris Styles, Professor of 
Marketing and Director, Management Education Programs, and Professor Bruce 
McKern, Director, US Business Leadership Program, the United States Study Centre 
within The University of Sydney. 
 
(3) What does the study involve? 
 
Involvement in the study will include participation in an interview, where the respondent 
will be asked questions surrounding characteristics and drivers of location 
attractiveness for foreign investment, as well as how they perceive corporate and 
individual decision-making processes to operate. If your consent is gained, the 
interview will be recorded on audio-tape for further analysis at a later date.  
 
 
(4) How much time will the study take? 
 
Interviews shall range in length from approximately 30 minutes to 1 hour. 
 
(5) Can I withdraw from the study? 
 
Being in this study is completely voluntary - you are not under any obligation to consent 
and - if you do consent - you can withdraw at any time without affecting your 
relationship with the University of Sydney. 
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You may stop the interview at any time if you do not wish to continue, the audio 
recording will be erased and the information provided will not be included in the study.  
 
(6) Will anyone else know the results? 
 
All aspects of the study, including results, will be strictly confidential and only the 
researchers will have access to information on participants. A report of the study may 
be submitted for publication, but individual participants will not be identifiable in such a 
report. 
 
(7) Will the study benefit me? 
 
No, the study will not benefit you in any way.  
 
(8) Can I tell other people about the study? 
 
Yes, the study is public and you are more than welcome to discuss the study with any 
co-workers, peers or others who may be interested in the study. Any information 
yourself or your contacts submit to the study will however be kept completely 
confidential, and the researchers shall under no circumstance share this information 
amongst participants.  
 
(9) What if I require further information? 
 
When you have read this information, Fiona Quinn will discuss it with you further and 
answer any questions you may have.  If you would like to know more at any stage, 
please feel free to contact Chris Styles, Professor of Marketing, Faculty of Economics 
and Business (+61 2 9036 5334/ c.style@econ.usyd.edu.au ) or Bruce McKern, Professor 
of International Business, The United States and Study Centre within the University of 
Sydney (+61 2 9036 7100/ rmckern@usyd.edu.au ). 
 
(10) What if I have a complaint or concerns? 
 
Any person with concerns or complaints about the conduct of a research study 
can contact the Manager, Ethics Administration, University of Sydney on +61 2 
9351 4811 (Telephone); +61 2 9351 6706 (Facsimile) or gbriody@usyd.edu.au 
(Email). 
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PARTICIPANT INFORMATION STATEMENT 
Research Project 
 
“FDI Location Decisions and Context: A Contingency Model of the FDI Location Decisions” 
 
 
(1) What is the study about? 
 
The study seeks to identify key characteristics that affect a country’s and city’s 
attraction for foreign investment and trade. The specific focus of the study is the 
business relationship between Australia and the United States, and the attractiveness 
of key cities such as Sydney.  A key output will be measures that assess the 
attractiveness of locations, and the identification of key drivers of that attractiveness. 
 
 
(2) Who is carrying out the study? 
 
The study is being conducted by Fiona Quinn, PhD Candidate and Researcher, and 
will form the basis for the degree of Doctorate of Philosophy (Marketing) at The 
University of Sydney under the supervision of Professor Chris Styles, Professor of 
Marketing and Director, Management Education Programs, and Professor Bruce 
McKern, Director, US Business Leadership Program, the United States Study Centre 
within The University of Sydney. 
 
(3) What does the study involve? 
 
Involvement in the study will include participation in interviews, where the respondent 
will be asked questions surrounding characteristics and drivers of location 
attractiveness for foreign investment, as well as how they perceive corporate and 
individual decision-making processes to operate. If your consent is gained, the 
interview will be recorded on audio-tape for further analysis at a later date.  
 
 
(4) How much time will the study take? 
 
Interviews shall range in length from approximately 30 minutes to 1 hour. 
 
(5) Can I withdraw from the study? 
 
Being in this study is completely voluntary - you are not under any obligation to consent 
and - if you do consent - you can withdraw at any time without affecting your 
relationship with the University of Sydney. 
 
 
 
 
 
 
  
  
  ABN 15 211 513 464 Faculty of Economics and Business 
   
Professor Chris Styles  
Professor of Marketing; 
Director, Management Education Programs 
Institute Building, H03 
The University of Sydney  
NSW 2006 Australia 
Telephone:  +61 2 9036 5334 
Facs imile :    +61 2 9036 7190 
Email: c.styles@econ.usyd.edu.au 
 371 
You may stop the interview at any time if you do not wish to continue, the audio 
recording will be erased and the information provided will not be included in the study.  
 
(6) Will anyone else know the results? 
 
All aspects of the study, including results, will be strictly confidential and only the 
researchers will have access to information on participants. A report of the study may 
be submitted for publication, but individual participants will not be identifiable in such a 
report. 
 
(7) Will the study benefit me? 
 
No, the study will not benefit you in any way.  
 
(8) Can I tell other people about the study? 
 
Yes, the study is public and you are more than welcome to discuss the study with any 
co-workers, peers or others who may be interested in the study. Any information 
yourself or your contacts submit to the study will however be kept completely 
confidential, and the researchers shall under no circumstance share this information 
amongst participants.  
 
(9) What if I require further information? 
 
When you have read this information, Fiona Quinn will discuss it with you further and 
answer any questions you may have.  If you would like to know more at any stage, 
please feel free to contact Chris Styles, Professor of Marketing, Faculty of Economics 
and Business (+61 2 9036 5334/ c.style@econ.usyd.edu.au ) or Bruce McKern, Professor 
of International Business, The United States and Study Centre within the University of 
Sydney (+61 2 9036 7100/ rmckern@usyd.edu.au ). 
 
(10) What if I have a complaint or concerns? 
 
Any person with concerns or complaints about the conduct of a research study 
can contact the Manager, Ethics Administration, University of Sydney on +61 2 
9351 4811 (Telephone); +61 2 9351 6706 (Facsimile) or gbriody@usyd.edu.au 
(Email). 
 
 
 
